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June 2022 


The Legislative Audit Committee 
of the Montana State Legislature: 


This is our Single Audit Report for the state of Montana for the two fiscal years ended June 30, 2021. 
The Single Audit was conducted in accordance with Government Auditing Standards and Single Audit 
Act Amendments of 1996 and the Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). This document contains the Independent 
Auditor’s Reports on the state of Montana’s basic financial statements for the fiscal years ended June 30, 
2021 (page A- 5), and June 30, 2020 (page B- 5). The Independent Auditor’s Reports also address 

the reasonableness of the schedules of expenditures of federal awards in relation to the basic financial 
statements. 


The audit disclosed certain questioned costs and deficiencies in internal control and compliance, which 
are summarized in the Schedule of Findings and Questioned Costs (pages C-17 through C-194). The 
Independent Auditor’s Reports on pages A-1 and B-1 summarize instances of material noncompliance 
and control deficiencies over financial reporting we consider to be significant deficiencies or material 
weaknesses. The Independent Auditor’s Report on page C-1 categorizes the disclosed control 
deficiencies affecting compliance with federal regulations as significant deficiencies or material 
weaknesses. The Independent Auditor’s Report on page C-1 also identifies compliance issues which 
resulted in opinion modifications for various federal programs the state administered. 


Management at administering agencies have responded to the audit findings, and the responses are 
included in each finding and in the Corrective Action Plan compiled by the Governor's Office of 
Budget and Program Planning (beginning on page D-1). The status of findings reported in previous 
state of Montana Single Audit Reports, for which continued reporting is required under Uniform 
Guidance, is included in the Summary Schedule of Prior Audit Findings (beginning on Page E-1). This 
schedule was also prepared by the Governor's Office of Budget and Program Planning. 


Respectfully submitted, 


// Angus Maciver 


Angus Maciver 
Legislative Auditor 


Room 160 ¢ State Capitol Building * PO Box 201705 * Helena, MT * 59620-1705 
Phone (406) 444-3122 * FAX (406) 444-9784 * E-Mail lad@mt.gov 


TABLE OF CONTENTS 


Report: Suimimiary iss: sie. cased tens tdes ensatin lav cies ceeetdvelnetneiniecinntastdscqeedenleeienenidviaicdeemeeaieees S-l 


FY21 FINANCIAL SECTION .............ccssssssosssescssssssssscsssssssescsessscssscsscsssscsesceescsssssssessssecssesssesesssesssessoesees 1 
Report on Internal Control Over Financial Reporting and on Compliance and Other Matters 
Based on an Audit of Basic Financial Statements Performed in Accordance With Government 


ees 1/7 IC. US OTe ane Tate teen Cree TERT ete Reveren RenerpE orer parr erie rere Mere ten ey Tete mre te hee A-l 
Finclepreinelenrte A rchitior $e Ort sepa esipsietovonetenundiasavonuvetdeandnnse vonevetdaescanavnorseeninietuanemenieenininssen A-5 
Manavemient’s Discussion: atid Atal ysis ss :ciuseinictnncasseasnctssesbocssnenvnctsveivecssoivactsucisucesscivncirsets A-ll 
Basic: Financial: Si ate mente accra unre Gonsrncotodioneaennuneeaemsiioten A-24 
Regiired Supplementity Intotiriatioth ocnstcssccunicuccnnisudccistquvaninterbacantonaendentansienaniteneniss A-164 
Schedule of Expenditures at Fedetal Aa sjes.sises ins sutansaswcesounbbusbessunnnivetauenkeioncecscuoaushen A-190 
FY20 FINANCIAL SECTIONA0.u........ccscsscsssesseeseescssscssscsssssssssnsssnsssssssscsssssnsssnsssecesesessssssessnessnseseeesones B-i 


Report on Internal Control Over Financial Reporting and on Compliance and Other Matters 
Based on an Audit of Financial Statements Performed in Accordance with Government 


PUM SOLA III fh cc ca ch oh Ds Sates Sete auc sees state B-1 
Ince pendetit Auditors REDO tick akstetnssesisedakenaruteduataictininicateeseinianntoannnasinnane B-5 
Manavements Discussion cind Analysis sscsssessvesiocexnsesoetsiousscanscunsatiiovarwacnaiiicinrendenainaives B-9 
Phas titeita Sieh Ste AAGINCS sescssecdetcirm so sarerestnurvxisseevhtetd euetieesnce ve cet menpareneonendtneaitenaenssteeateantee B-21 
Requited Supplementary lntormiatioty cissscssscsucisscivniesscdsucesscivockssaivnciancivnstsnstvncinectencivegiess B-172 
Scheduleéof Pependitures of Federal Awards svsccsnsiinceivinizecinesinenivensaerencntpiriennpertnsiapiivonstis B-195 
AUDITOR’S REPORT AND FINDINGS wcsssssssssssssssssssssssssssssssessnsssesnsssssanssssssssesnssessnsssesnassesn Ci 
Independent Auditor’s Report on Compliance for Each Major Federal Program and on 
Internal Control Over Compliance Required by Uniform Guidance .......c.cseseesseeeseeeene C-1 
Section I-Summary of Auditor's Results ........ecssssessseseseseesesececesesesceeececeacaceeeeeeeeeaeaeeeeseees C-17 
Section U—Pimancial Statenseirt Fai ti p69 » vissccsncessctyncisveipnctssicinncaviadioaiunainnetivetnvctawednsenivenioess C-21 
Section [1]—Federal Award Findings and Questioned Costs cccusesctssnisssserccsvesenncercsnneserstences C-37 
Appendix A-Research and Development Cluster Activity By CFDA# and Location........ C-190 
CORRECTIVE ACTION PLAN .........scsscsssssssssssssssssssssssscssesssssssssssssessssessscssenssnsesssessecssesssssesssessassessessees D-i 
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS .......... tc essssssesceercccsecsssesssesssssecssesssesenees Ei 


BaCKGROUND 
Montana's Federal Single 
Audit is a biennial audit 
that completes the audit 
and reporting requirements 
of the Single Audit 

Act of 1996 and the 
Uniform Administrative 
Requirements, Cost 
Principles, and Audit 
Requirements for Federal 
Awards (Uniform 
Guidance). 


The federal government 
provides extensive 
requirements for recipients 
of federal grants. Our audits 
of each state agency include 
determining the effectiveness 
of internal controls over 
compliance, and compliance 
with, these requirements 
when the federal grant is 
determined to be a major 
federal program under 
federal audit guidelines. 


For the current audit period, 
programs with expenditures 
totaling at least $30 million 
during the two fiscal years 
ended June 30, 2021, that 
were not determined to be 
low risk were identified as 
major federal programs. 
Additionally, we identified 
one high-risk program with 
expenditures under this 
threshold for testing. We 
tested 24 programs for the 
biennium, administered by 
12 state agencies. 
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MonTANA LEGISLATIVE Aupit Division 


Montana Single Audit Report 


For THE Two FIscAL YEARS ENDED JUNE 380, 2021 


The state of Montana reported approximately 

$11.5 billion in federal funds for fiscal years 

2020 and 2021. This is an increase over the prior 
biennium of approximately $3.6 billion, or 46 percent, 
primarily attributed to funds provided in response 

to the COVID-19 public health emergency. Multiple 
state agencies expended these funds, including 
approximately $1.23 billion from the Coronavirus 
Relief Fund, $1.07 billion in extended Unemployment 
Insurance benefits, and $106.71 million from the 
Education Stabilization Relief Fund. Our report 
includes 76 recommendations to the state of Montana 
and has approximately $5.4 million of known 
questioned costs. 


Federal grantor agencies are the primary users of the Single Audit report, 
and the form of this report is designed to meet their oversight needs. 
Legislators and other users may also find the report useful. In particular, 

the Schedules of Expenditures of Federal Awards for fiscal years 2021 and 
2020, included in this report, provide an overview of the state’s federal grant 
activity by federal awarding agency and assistance number. The report also 
contains the state’s basic financial statements (BFS) for fiscal years 2021 and 
2020, along with our office’s related opinions on these documents in the 
#20-01A State of Montana and #20-01B State of Montana audit reports. 


Federal audit regulations require the Single Audit to report whether each 
major federal program complied with selected federal requirements and 

to include information on known and likely questioned costs identified 
over $25,000 for each program. We identified and have reported known 
questioned costs of approximately $5.4 million, with additional likely 
questioned costs over $3.1 million reported. Federal audit regulations also 
define varying levels of deficiencies in internal controls and require us 

to report on significant deficiencies and material weaknesses in internal 
controls. Table 1 on the following page illustrates the programs we audited 
and the opinion we issued on them, as well as provides information on the 
reportable deficiencies in internal control identified through our work. 


For the current audit period, we tested 24 programs and issued 

76 recommendations to various state agencies and universities. In 
comparison, for the prior audit period covering the two fiscal years ended 
June 30, 2019, we tested 23 programs and issued 40 recommendations. ‘The 
dollar threshold used to identify programs subject to audit, as determined 


under federal regulations, increased from approximately $22 million for the 
(continued on back) 


For the full report or more 
information, contact the 
Legislative Audit Division. 


leg.mt.gov/lad 


Room 160, State Capitol 
PO Box 201705 
Helena, MT 59620-1705 
(406) 444-3122 


The mission of the 
Legislative Audit Division 

is to increase public trust 

in state government by 
reporting timely and accurate 
information about agency 
operations, technology, and 
finances to the Legislature 
and the citizens of Montana. 


To report fraud, waste, or 
abuse: 


Online 


www. Montanafraud.gov 


Email 
LADHotline@mt.gov 


Call 

(Cetrayscelo) 

(800) 222-4446 or 
(Helena) 

(406) 444-4446 


Text 
(704) 430-3930 


two fiscal years ended June 30, 2019, to $30 million, for the current 
audit period. This increase directly results from the additional federal 


funding the state received during the current audit period. 


AUDITOR’S REPORT ON COMPLIANCE FOR EACH 
MAJOR FEDERAL PROGRAM AND ON INTERNAL 
CONTROL OVER COMPLIANCE (PAGE C-1): 
‘The table below identifies each of the 24 programs tested, the type 
of opinion issued over compliance for each, and whether our audit 


procedures identified material weaknesses or significant deficiencies 
over compliance. For the full context of the information in the table, 
see the report beginning on page C-1. 


Table 1 


Summary of Audit Results for Each Tested Federal Program 
For the Two Fiscal Years Ended June 30, 2021 


Number and Type of Control 


Compliance Deficiencies Identified 
Program Name Opinion at = 
Rendered Significant Material 
Deficiency Weakness 

Medicaid Cluster * Qualified 0 4 
Hes Planning and Construction Qualified 0 1 
se a State Revolving Fund Unmodified 0 0 
ie Water State Revolving Fund Uamadified 0 0 
oe Assistance Programs Qualified 3 8 
SNAP Cluster * Qualified 1 1 
Child Nutrition Cluster * Qualified 1 2 
Special Education Cluster (IDEA) Qualified 1 1 
CCDF Cluster * Qualified 1 2 
Research & Development Cluster * Qualified 0 1 
eneaeetnee Cone | medias | 1 . 
Unemployment Insurance * Qualified 2 2 
Formula Grants for Rural Areas * Qualified 3 0 
Coronavirus Relief Fund * Qualified 2 4 
ie to Local Educational Qualified 0 4 
Education Stabilization Fund * Qualified 0 5 
Epidemiology * Adverse 0 5 
Temporary Assistance to Needy Families Qualified 2 3 
el Home Energy Assistance Wimneditied 1 0 
Foster Care - Title IV-E Adverse 0 5 
Children’s Health Insurance Program * Qualified 1 4 
Disaster Grants - Public Assistance * Qualified 1 0 
Presidentially Declared Disaster 

Assistance to Individuals and Unmodified 0 1 
Households - Other Needs * 

Emergency Rental Assistance Program * Unmodified 0 0 


SOURCE: Compiled by Legislative Audit Division. 


* Received funding in response to the COVID-19 public health emergency. 
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Angus Maciver, Legislative Auditor 
Deborah F. Butler, Legal Counsel 


Deputy Legislative Auditors: 
Cindy Jorgenson 
William Soller 


REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT 
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 


The Legislative Audit Committee 
of the Montana State Legislature: 


We have audited, in accordance with the auditing standards generally accepted in the United States 

of America and the standards applicable to the financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of the 
governmental activities, the business-type activities, the aggregate discretely presented component units, 
each major fund, and the aggregate remaining fund information of the state of Montana, as of and 

for the year ended June 30, 2021, and the related notes to the financial statements, which collectively 
comprise the state of Montana’s basic financial statements, and have issued our report thereon dated 
March 4, 2022. Our report includes a reference to other auditors who audited the financial statements 
of the Montana State University component units and the University of Montana component units, 

as described in our report on the State of Montana’s financial statements. The financial statements of 
the Montana State University component units and the University of Montana component units were 
not audited in accordance with Government Auditing Standards, and accordingly, this report does not 
include reporting on internal control over financial reporting or instances of reportable noncompliance 
associated with these component units. 


Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the state of Montana’s 
internal control over financial reporting as a basis for designing audit procedures that are appropriate 
in the circumstances for the purpose of expressing our opinions on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of the state of Montana’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of the state of Montana’s internal 
control. 


Our consideration of internal control was for the limited purpose described in the preceding paragraph 
and was not designed to identify all deficiencies in internal control that might be material weaknesses 
or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that 
were not identified. However, as described below, we identified certain deficiencies in internal control 
that we consider to be material weaknesses and significant deficiencies. 


A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 


Room 160 ¢ State Capitol Building * PO Box 201705 * Helena, MT * 59620-1705 
Phone (406) 444-3122 * FAX (406) 444-9784 * E-Mail lad@mt.gov 
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detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis. 
We consider the deficiencies described below to be material weaknesses. 


¢ The Department of Labor and Industry’s (DLI) internal controls over financial reporting were 
not sufficient to detect and correct misstatements in relation to its Unemployment Insurance 
activity prior to the books closing at fiscal year-end resulting in several multimillion-dollar 
misstatements in the DLI’s accounting records in fiscal year 2021. This deficiency affects the 
Business Type Activities Opinion Unit and the Unemployment Insurance opinion unit. 


¢ Department of Administration State Financial Services Division’s (SFSD) procedures for 
preparing the state’s basic financial statements did not prevent, or detect and correct, errors 
in Unemployment Insurance enterprise fund activity. In attempting to correct the errors 
in the BFS caused by the errors in DLI’s accounting records, SFSD personnel duplicated 
adjustments for Unemployment Insurance fund activity and recorded adjustments at incorrect 
amounts. Additionally, controls didn’t prevent, or detect and correct, errors in amounts 
reported in the Statement of Cash Flows for the Unemployment Insurance enterprise fund. 
This deficiency affects the Business Type Activities Opinion Unit and the Unemployment 
Insurance Fund Opinion Unit. 


¢ — Pandemic-Electronic Benefit Transfer (P-EBT) federal program expenditures were 
co-mingled with Supplemental Nutrition Assistance Program (SNAP) federal program 
expenditures in the Department of Public Health and Human Services financial records, 
resulting in approximately $27 million of the Pandemic-EBT program expenditures initially 
reported as SNAP program expenditures on the Schedule of Expenditures of Federal Awards 
(SEFA). Reporting program expenditures in the incorrect federal assistance listing in the 
SEFA increases the risk of improper identification of major federal programs requiring audit 
attention under the Single Audit Act of 1996 and Uniform Guidance. 


A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. We consider the deficiency described below to be a significant deficiency. 


¢ — Internal controls over financial reporting at the University of Montana were not effective in 
ensuring accurately reported capital asset classifications in the university’s financial statements 
and note disclosures. Additionally, Montana State University does not have sufficient internal 
controls in place to ensure the accuracy of capital asset-related information processed by 
their asset management information system. Collectively, we consider these issues to be a 
significant deficiency in internal controls affecting the Component Unit opinion unit. 


Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the state of Montana’s financial statements 

are free from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express 
such an opinion. The results of our tests disclosed an instance of noncompliance or other matters 
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that are required to be reported under Government Auditing Standards. The identified instance of 
noncompliance is described below. 


¢ The Montana Public Employees’ Retirement Board administers eight defined benefit 
retirement plans. The Montana Constitution and state law require all retirement systems to 
be actuarially sound, meaning the retirement system must amortize in 30 years or less. The 
actuarial valuation as of June 30, 2021, indicates the Game Wardens’ and Peace Officers 
Retirement System is not actuarially sound, as it amortizes in 35 years. 


State of Montana’s Response to Findings 

‘The state of Montana’s response to the findings identified in our audit are described in the separately 
issued Public Employees’ Retirement Administration (#20-08B), the University of Montana (#21-10A), 
and Montana State University (#21-11A) reports, the state of Montana financial audit report (#20-01B), 
and are addressed in the Corrective Action Plan beginning on page D-1 of this report. The responses 

in these reports were not subjected to the auditing procedures applied in the audit of the financial 
statements and, accordingly, we express no opinion on them. 


Purpose of this Report 

‘The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 

the state of Montana’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the state of Montana’s 
internal control and compliance. Accordingly, this communication is not suitable for any other purpose. 


Respectfully submitted, 


/s/ Cindy Jorgenson 
Cindy Jorgenson, CPA 


Deputy Legislative Auditor 
Helena, MT 


March 4, 2022 
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Angus Maciver, Legislative Auditor 
Deborah F. Butler, Legal Counsel 


Deputy Legislative Auditors: 
Cindy Jorgenson 
William Soller 


INDEPENDENT AUDITOR'S REPORT 


The Legislative Audit Committee 
of the Montana State Legislature: 


Report on Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, the aggregate discretely presented component units, each major fund, and 

the aggregate remaining fund information of the state of Montana, as of and for the year ended 

June 30, 2021, and the related notes to the financial statements which collectively comprise the state of 
Montana’s basic financial statements, as follows: 


¢ Statement of Net Position 

¢ Statement of Activities 

¢ Balance Sheet—Governmental Funds 

¢ Reconciliation of the Balance Sheet-Governmental Funds to the Statement of Net Position 


¢ — Statement of Revenues, Expenditures, and Changes in Fund Balances—Governmental 
Funds 


¢ Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund 
Balances—Governmental Funds to the Statement of Activities 


¢ — Statement of Fund Net Position—Proprietary Funds 

¢ Statement of Revenues, Expenses, and Changes in Fund Net Position—Proprietary Funds 
¢ — Statement of Cash Flows—Proprietary Funds 

¢ — Statement of Fiduciary Net Position—Fiduciary Funds 


¢ — Statement of Changes in Fiduciary Net Position—Fiduciary Funds. 


Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal controls relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 


Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We did 

not audit the financial statements of the Montana State University (MSU) component units and the 
University of Montana (UM) component units, which represent 17.29 percent, 32.47 percent, and 
10.06 percent, respectively, of the assets, net position, and revenues of the aggregate discretely presented 
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component units. Those financial statements were audited by other auditors whose reports have been 
furnished to us, and our opinions, insofar as they relate to the amounts included for the university 
component units, are based solely on the reports of other auditors. 


We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. The financial statements of the MSU and UM component units were 
not audited in accordance with Government Auditing Standards. 


An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 

in the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the state 

of Montana’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the state of Montana’s internal control. Accordingly, we express no such opinion. 
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of significant accounting estimates made by management, as well as the overall presentation of the 
financial statements. 


We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 


Summary of Opinions 
Opinion Unit Type of Opinion 
Governmental Activities Unmodified 
Business-Type Activities Unmodified 
General Fund Unmodified 
State Special Revenue Fund Unmodified 
Federal Special Revenue Fund Unmodified 
Land Grant Unmodified 
Coal Severance Tax Unmodified 
Unemployment Insurance Unmodified 
Municipal Finance Programs Unmodified 
Aggregate Discretely Presented Component Units Unmodified 
Aggregate Remaining Fund Information Unmodified 


Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position of the Governmental Activities and Business-Type Activities, General Fund, 

State Special Revenue Fund, Federal Special Revenue Fund, Land Grant, Coal Severance Tax, 
Unemployment Insurance, and Municipal Finance Programs major funds, and the aggregate discretely 
presented component units and aggregate remaining fund information of the state of Montana, as of 
June 30, 2021, and the respective changes in financial position and, where applicable, cash flows thereof 
for the fiscal year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
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Emphasis of Matter 

As discussed in Note 1C to the basic financial statements, in fiscal year 2021, the Unemployment 
Insurance Fund reported federal contributions to fund benefit claims related to the statewide 
unemployment impact of the coronavirus public health emergency. These federal contributions 

are reported as non-operating revenues. Additionally, the Federal Special Revenue Fund reports a 
significant increase in revenue and expenditure activity in fiscal year 2021, as a result of spending funds 
the state received from the Coronavirus Relief Fund, authorized by the federal Coronavirus Aid, Relief, 
and Economic Security (CARES) Act and other federal acts passed in response to the public health 
emergency. Lastly, the Federal Special Revenue Fund reports significant Cash & Cash Equivalent and 
Unearned Revenue balances, associated with funds received but not yet spent under the American 
Rescue Plan Act (ARPA). See Note 17 to the basic financial statements for more information on these 
ARPA funds. Our opinions are not modified with respect to these matters. 


As discussed in Note 6 to the basic financial statements, retirement system investment rates of return 
were significantly higher in fiscal year 2021 than in fiscal year 2020. The Net Pension Liabilities 
reported in the basic financial statements at June 30, 2021, were measured as of June 30, 2020, and 
therefore do not reflect the strong investment performance from fiscal year 2021. The Net Pension 
Liabilities are expected to decrease for financial reporting in fiscal year 2022. Our opinions are not 
modified with respect to this matter. 


Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that Management's 
Discussion and Analysis, the Budgetary Comparison Schedule, the Pension Plan Information, 

the Other Postemployment Benefits (OPEB) Plan Information, and the Risk Management Trend 
Information, and the related notes, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries 
of management about the methods of preparing the information and comparing the information for 
consistency with management's responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance. 


Supplementary Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the state of Montana’s basic financial statements as a whole. The Schedule of 
Expenditures of Federal Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, is 
presented for purposes of additional analysis and is not a required part of the basic financial statements. 
Such information is the responsibility of management and was derived from and relates directly 

to the underlying accounting and other records used to prepare the basic financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the basic financial 
statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the basic financial statements 
or to the basic financial statements themselves, and other additional procedures in accordance with 


auditing standards generally accepted in the United States of America. In our opinion, the Schedule of 
Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the basic financial 
statements as a whole. 


Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated March 4, 
2022, on our consideration of the state of Montana’s internal control over financial reporting and on 
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements 
and other matters. The purpose of that report is to describe the scope of our testing of internal 

control over financial reporting and compliance and the results of that testing, and not to provide 

an opinion on the effectiveness of the state of Montana’s internal control over financial reporting or 

on compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the state of Montana’s internal control over financial reporting and 
compliance. 


Respectfully submitted, 


/s/ Cindy Jorgenson 
Cindy Jorgenson, CPA 


Deputy Legislative Auditor 
Helena, MT 


March 4, 2022 


The State of Montana’s Basic Financial Statements, 
Required Supplementary Information, and 
Schedule of Expenditures of Federal Awards 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


INTRODUCTION 

Management of the State of Montana (State) provides this Management’s Discussion and Analysis of the 
State of Montana’s basic financial statements included in the Annual Comprehensive Financial Report 
(ACFR). This is a narrative overview and analysis of the financial activities of the State of Montana for the 
fiscal year ended June 30, 2021. We encourage readers to consider this information in conjunction with 
the additional information that is furnished in the State’s financial statements, which follow. 


In late 2019, a novel strain of coronavirus (“COVID-19”) started to spread throughout the world, including 
to the United States, resulting in the World Health Organization proclaiming COVID-19 to be a pandemic 
and the President of the United States declaring a national emergency. In response to the spread of 
COVID-19, the United States government, state governments (including the State), local governments, 
and private industries have taken measures to limit social interactions in an effort to limit the spread of 
COVID-19. In March of 2020, Montana declared a state emergency, and a national emergency was 
announced in the United States shortly after. The Coronavirus Aid, Relief, and Economic Security 
(CARES) Act was passed by Congress and signed into law by the President of the United States on 
March 27, 2020. On March 11, 2021, the American Rescue Plan Act of 2021 (ARPA) was signed into law 
to provide additional funding for state and local governments. On June 30, 2021, Montana ended the 
state emergency. In the following discussion and analysis, COVID-19 refers to this pandemic, CARES 
refers to the CARES Act funding, and ARPA refers to the American Rescue Plan Act funding. 


FINANCIAL HIGHLIGHTS 

Government-wide 

The assets and deferred outflows of resources of the State exceeded its liabilities and deferred inflows of 
resources at the end of fiscal year 2021 by $11.0 billion compared with $10.2 billion at the end of fiscal 
year 2020, representing a 7.5% increase in net position. Component units reported net position of $2.5 
billion at the end of fiscal year 2021 compared to $2.2 billion at the end of fiscal year 2020, representing a 
13.3% increase in net position. More detail is provided in the financial statement overview below. 


Fund Level 

As of the close of fiscal year 2021, the State’s governmental funds reported combined ending fund 
balances of $5.7 billion compared with $5.0 billion at fiscal year 2020. This represents a $700.4 million 
(14.1%) increase in total fund balance. Of the 2021 balance, $2.0 billion is not in spendable form, 
primarily as permanent fund principal. Thus, $3.7 billion is available for spending. The fund balance in 
spendable form is segregated by constraint as follows: $1.2 billion restricted, $1.7 billion committed, $97.6 
million assigned, and $629.1 million unassigned. These changes are discussed in more detail in the 
financial analysis of the State’s major funds presented below. 


The State’s business-type activity funds reported net position at the close of fiscal year 2021 in the 
amount of $566.7 million compared with fiscal year 2020 net position of $393.3 million. Of the 2021 
business-type activity net position, $21.4 million was reported as net investment in capital assets. Net 
position of $545.3 million was in spendable form with $24.6 million unrestricted and $520.7 million 
restricted to expenditure for a specific purpose. This represents a $174.0 million (46.9%) increase in 
spendable net position from the fiscal year 2020 balance of $371.3 million. These changes are discussed 
in more detail in the financial analysis of the State’s major funds presented below. 


Long-term Debt 

The State’s total governmental activity bonds and notes payable for governmental activities increased by 
$43.9 million, from $127.4 million in fiscal year 2020 to $171.3 million, a 34.5% increase in fiscal year 
2021. 


Further detail relating to the State’s long-term debt is provided in notes to the financial statements Note 
11. 
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OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to the State of Montana’s basic 
financial statements. The State’s basic financial statements include three components: (1) government- 
wide financial statements, (2) fund financial statements, and (3) notes to the financial statements. The 
report also contains additional required supplementary information, which includes budgetary schedules, 
pension and other post employment benefits plan information, and risk management trends. These 
components are described below: 


Basic Financial Statements 

The basic financial statements include two types of financial statements that present different views of the 
State — the government-wide financial statements and the fund financial statements. These financial 
statements also include the notes to the financial statements, which provide further detail and information 
related to the balances of the financial statements. 


Government-wide Financial Statements 

The government-wide financial statements provide a broad view of the State’s operations in a manner 
similar to a private-sector business. The statements provide both short-term and long-term information 
about the State’s financial position, which assists in assessing the State’s economic condition at the end 
of the fiscal year. These are prepared using the flow of economic resources measurement focus and the 
accrual basis of accounting. In other words, they follow methods that are similar to those used by most 
businesses, including all revenues and expenses connected with the fiscal year, even if cash involved has 
not been received or paid. The government-wide financial statements include two statements: The 
Statement of Net Position and the Statement of Activities, as defined below. 


The Statement of Net Position presents all of the government’s assets, deferred outflows of resources, 
liabilities, deferred inflows of resources, and net position. Over time, increases or decreases in the State’s 
net position may serve as a useful indicator of whether the financial position of the State is improving or 
deteriorating. 


The Statement of Activities presents information related to the government’s net position changes during 
the most recent fiscal year. All changes in net position are reported as soon as the underlying event giving 
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses 
are reported in this statement for some items that will not result in cash flows until future fiscal periods. 
This statement also presents a comparison between direct expenses and program revenues for each 
function of the State. 


Both of the above financial statements have separate sections for three different types of state activities. 
These three types of activities are as follows: 


Governmental Activities — Activities mostly supported by taxes and intergovernmental revenues, including 
federal grants. Most services normally associated with state government fall into this category, including 
education (support for both K-12 public schools and higher education), general government, health and 
human services, natural resources, public safety, and transportation. 


Business-type Activities — Functions normally intended to recover all or a significant portion of their costs 
through user fees and charges to external users of goods and services. The major business-type 
activities of the State include the Unemployment Insurance Fund and the Municipal Finance Programs, 
which assists Montana’s small businesses and local governments in obtaining long-term, fixed-rate 
financing through private Montana lending institutions. 


Discretely Presented Component Units — Operations for which the State has financial accountability, but 
have certain independent qualities as well. In order to be considered component units, these entities must 
be legally separate to the extent that they may sue, or be sued, in their own right. For the most part, these 
entities operate similarly to private sector businesses and the business-type activities described above. 


The State’s component units consist of one financing authority, one housing board, one nonprofit 
independent public corporation, and two universities. 


Fund Financial Statements - Reporting the State’s Major Funds 

A fund is a grouping of related accounts that is used to maintain control over resources that have been 
segregated for specific activities or objectives. The State, like other state and local governments, uses 
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. 


The fund financial statements focus on individual parts of the state government, reporting the State’s 
operations in more detail than the government-wide statements. All of the funds can be divided into three 
categories. It is important to note that these fund categories use different accounting approaches and 
should be interpreted individually. The three categories of funds are as follows: 


Governmental Funds — Most of the basic services provided by the State are financed through 
governmental funds. Governmental funds are used to account for essentially the same functions reported 
as governmental activities in the government-wide financial statements. However, unlike the government- 
wide financial statements, the governmental fund financial statements focus on near-term inflows and 
outflows of spendable resources. They also focus on the balances of spendable resources available at 
the end of the fiscal year. Such information may be useful in evaluating the government’s near-term 
financing requirements. This approach is known as using the flow of current financial resources 
measurement focus and the modified accrual basis of accounting. These statements provide a detailed 
short-term view of the State’s finances that assists in determining whether there will be adequate financial 
resources available to meet the current needs of the State. 


The State has five governmental funds that are considered major funds for presentation purposes. Each 
major fund is presented in a separate column in the governmental fund balance sheet and in the 
governmental fund statement of revenues, expenditures, and changes in fund balances. The State’s five 
major governmental funds are the General Fund, the State Special Revenue Fund, the Federal Special 
Revenue Fund, the Coal Severance Tax Fund, and the Land Grant Fund. 


Proprietary Funds — When the State charges customers for the service it provides, whether to outside 
customers or to other agencies within the State, these services are generally reported in proprietary 
funds. Like the government-wide statements, proprietary fund statements utilize full accrual accounting, 
the same method used by private sector businesses. Enterprise funds report activities that provide 
supplies and services to the general public. Whereas internal service funds report activities that provide 
supplies and services to the State’s other programs and activities. 


Fiduciary Funds — Resources held for the benefit of parties outside state government are accounted for in 
fiduciary funds. Fiduciary funds are not reflected in the government-wide financial statements because the 
resources of these funds are not available to support the State’s own programs. Fiduciary fund 
statements use the full accrual basis of accounting. 


Notes to the Financial Statements 

The notes to the financial statements provide additional information that is essential for a_ full 
understanding of the government-wide and the fund financial statements. The notes to the financial 
statements can be found immediately following the fiduciary fund financial statements. 


Required Supplementary Information 

The basic financial statements are followed by a section of required supplementary information. This 
section contains a budgetary comparison schedule, which includes the reconciliation between the 
statutory fund balance for budgetary purposes and the fund balance for the General Fund and major 
special revenue funds as presented in the governmental fund financial statements. Required 
supplementary information also includes pension and other post employment benefits plan information, as 
well as additional risk management trend data. 
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GOVERNMENT-WIDE FINANCIAL ANALYSIS 

Montana’s overall financial position increased from the last fiscal year, as reflected in the $768.5 million 
increase (7.5%) in net position. This improvement resulted from the continued moderate growth, despite 
the impacts of COVID-19, particularly in tax, tobacco settlement proceeds, and investment revenue. 
However, growth is not expected to persevere in fiscal year 2022, as the associated financial and 
economical affects of the pandemic continued to be realized. 


Net Position 

As noted earlier, net position may serve over time as a useful indicator of a government's financial 
position. The State’s combined net position (government and business-type activities) totaled $11.0 billion 
at the end of fiscal year 2021. Net position of both governmental and business-type activities increased by 
$595.1 million (6.1%) and increased by $173.4 million (44.1%), respectively. These changes are 
explained in detail in the Financial Analysis of the State's Major Funds section. 


A portion of the State’s net position reflects its investment in capital assets such as land, buildings, 
equipment, and infrastructure (roads, bridges, and other immovable assets) less any related debt used to 
acquire those assets that is still outstanding. The State uses these capital assets to provide services to 
citizens; consequently, these assets are not available for future spending. Although the State’s investment 
in its capital assets is reported net of related debt, it should be noted that the resources needed to repay 
this debt must be provided from other sources since the capital assets themselves cannot be used to 
liquidate these liabilities. 


An additional portion of the State’s net position represents resources that are subject to external 
restrictions on how they may be used. The remaining balance of unrestricted net position may be used to 
meet the State’s ongoing obligations to citizens and creditors. Internally imposed designations of 
resources are not presented as restricted net position. 


At the end of the current fiscal year, the State reported positive balances in net investment in capital 
assets and restricted net position categories, along with a negative balance in the unrestricted category of 
net position, for both the governmental activities and the primary government as a whole. The negative 
unrestricted net position is primarily due to the State's net pension liability. GASB Statements No. 68 and 
71, related to pension liabilities and other balance sheet components, were implemented in fiscal year 
2015 and are contributing factors to the negative net position. The State also reported positive balances 
for all categories of net position for the business-type activities. 
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Net Position 
June 30, 
(expressed in thousands) 


Governmental Business-type Total Primary 
Activities Activities Government 
2020 2021 2020 2021 2020 2021 
Current and other assets $ 7,572,307 $ 7,849,347 $ 554,386 $ 746,786 $ 8,126,693 $ 8,596,133 
Capital assets 6,823,046 7,067,035 22,052 21,377 6,845,098 7,088,412 
Total assets 14,395,353 14,916,382 576,438 768,163 14,971,791 15,684,545 
Deferred outflows of resources 613,249 1,031,934 2,423 5,792 615,672 1,037,726 
Long-term liabilities 

Due in more than one year 2,707,169 3,535,117 18,302 23,131 2,725,471 3,558,248 
Other liabilities 2,251,217 1,823,324 163,594 181,844 2,414,811 2,005,168 
Total liabilities 4,958,386 5,358,441 181,896 204,975 5,140,282 5,563,416 
Deferred inflows of resources 219,243 163,799 3,645 2,299 222,888 166,098 
Net investment in capital assets 6,743,003 6,962,944 22,035 21,360 6,765,038 6,984,304 
Restricted 3,452,344 3,574,995 350,309 520,696 3,802,653 4,095,691 
Unrestricted (364,374) (111,863) 20,976 24,625 (343,398) (87,238) 


Total net position $ 9,830,973 $ 10,426,076 $ 393,320 $ 566,681 $ 10,224,293 $ _ 10,992,757 
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Revenues: 

Program revenues 
Charges for services 
Operating grants 
Capital grants 

General revenues 
Taxes 
Other 

Total revenues 


Expenses: 
General government 
Public safety 
Transportation 
Health and human service 
Education 
Natural resources 
Interest on long-term debt 
Unemployment Insurance 
Liquor Stores 
State Lottery 
Municipal Finance Programs 
Hail Insurance 
Other Services 
Prison Funds 
MUS Group Insurance 
MUS Workers Comp 

Total expenses 


Increase (decrease) in net 
position before transfers 


Transfers 
Change in net position 


Net position, beg of year 
(as adjusted) 


Net position, end of year 


$ 


Changes in Net Position 


For Fiscal Year Ended June 30, 


Governmental 
Activities 
2020 2021 
686,335 $ 693,875 $ 
2,930,307 4,441,208 
564,431 531,666 
2,793,211 3,170,440 
186,194 130,057 
7,160,478 8,967,246 
957,534 1,699,213 
458,526 544,839 
557,290 611,537 
2,896,774 3,418,518 
1,352,323 1,492,682 
338,957 361,420 
5,365 5,026 
6,566,769 8,133,235 
593,709 834,011 
58,703 (138,881) 
652,412 695,130 
9,178,561 9,730,946 
9,830,973 $ 10,426,076 $ 


(expressed in thousands) 


Business-type 


Activities 


2020 


443,048 §$ 
71,422 
950 


32,576 
504,749 
1,052,745 


746,508 
98 324 
51,385 

2,942 
1,154 
74,323 
8,506 
100,958 
657 
1,084,357 


(31,612) 
(58,703) 
(90,315) 


483,635 
393,320 $ 


2021 


519,186 $ 
68,576 
883 


38,141 
555,820 
1,182,606 


728,476 
120,913 
99,353 
1,602 
796 
81,765 
7,042 
106,068 
2,852 
1,148,867 


33,739 
138,881 
172,620 


394,061 
566,681 $ 


The following condensed financial information was derived from the government-wide Statement 
of Activities, and reflects how the State’s net position changed during the fiscal year: 


Total Primary 
Government 
2020 2021 

1,129,383 $ 1,213,061 
3,001,729 4,509,784 
565,381 532,549 
2,825,787 3,208,581 
690,943 685,877 
8,213,223 10,149,852 
957 534 1,699,213 
458,526 544,839 
557,290 611,537 
2,896,774 3,418,518 
1,352,323 1,492,682 
338,957 361,420 
5,365 5,026 
746,508 728,476 
98,324 120,913 
51,385 99,353 
2,542 1,602 
1,154 796 
74,323 81,765 
8,506 7,042 
100,958 106,068 
657 2,852 
7,651,126 9,282,102 
562,097 867,750 
562,097 867,750 
9,662,196 10,125,007 
10,224,293 $ 10,992,757 
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Governmental Activities 
The following chart depicts revenues of the governmental activities for the fiscal year: 


Revenues - Governmental Activities 
Fiscal Year Ended June 30, 2021 


Other : 1.5% | 


Charges for Services: 7.7% ~~~ 


Grants: 49.5% 
Taxes: 35.4% — 


Capital Grants: 5.9% 


The following chart depicts expenses of the governmental activities for the fiscal year: 


Expense - Governmental Activities 
Fiscal Year Ended June 30, 2021 


Debt: 0.1% 


General Government: 20.9% 


Interest on Long-Term | [ Natural Resources: 4.4% 
Education: 18.4% 


a 
Public Safety: 6.7% —a— 


Transportation: 7.5% 


Health and Human 
Services: 42.0% 
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Business-type Activities 
The following chart depicts revenues of the business-type activities for the fiscal year: 


Revenues - Business-type Activities 
Fiscal Year Ended June 30, 2021 


Operating Grants: 5.8% 
f ~ Capital Grants: 0.1% 


/ Taxes: 3.2% 


Services: 43.9% 


Other: 47.0% 


The Other Revenue in the above table is primarily related to additional federal funding received for 
Unemployment Insurance claims due to COVID-19. 


The following chart depicts expenses of the business-type activities for the fiscal year: 


Expenses - Business-type Activities 
Fiscal Year Ended June 30, 2021 


Gen Govt Services: 7.1% > Prison Funds: 0.6% 
Hail Insurance: 0. Veen MUS ee Insurance : 9.2% 
Municipal Finance: 0.1 er MUS Workers Comp: 0.2% 


State Lottery: 8.7% 


Liquor Stores: 10.5% 


Unemployment Insurance: 63.5% 


FINANCIAL ANALYSIS OF THE STATE’S MAJOR FUNDS 

As the State completed the year, its governmental funds reported fund balances of $5.7 billion. Of this 
total, $3.7 billion (65.1%) constitutes spendable fund balance and $2.0 billion (34.9%) is classified as non- 
spendable. The analysis of the following major funds, providing the majority of the fund balance for the 
government, follows. 


General Fund Revenues and Expenditures 

The General Fund is the chief operating fund of the State. For fiscal year 2021, the total fund balance of 
the General Fund was reported at approximately $856.3 million. Of this balance, $5.2 million is non- 
spendable. The remaining $851.1 million is spendable with $114.2 million committed, $95.4 million 
assigned, and $641.5 million unassigned. This spendable fund balance of the General Fund represents 
23.1% of the $3.7 billion spendable governmental fund balances for all governmental funds. Of the 
assigned fund balance, $75.0 million pertains to the projected general fund spend down of fund balance 
in fiscal year 2022 and $20.4 million relates to outstanding encumbrances at the end of the fiscal year. 
The committed fund balance of $114.2 million relates to the balance of the Budget Stabilization Reserve 
Fund, which is combined with the General Fund for financial statement presentation. Further detail on the 
breakdown of fund balance for the General Fund is provided in Note 14 — Major Purpose Presentation. 


Total fund balance increased by $263.5 million when compared to the previously reported fund balance of 
$592.8 million. Changes in both expenditures and revenues are discussed in detail below. The 2021 
legislative session projected $408.6 million of unassigned fund balance for fiscal year 2021, without 
regard to a fund balance spend down. The difference was primarily the result of a larger than anticipated 
beginning fund balance and smaller than anticipated expenditures. 


General Fund Revenues — Total General Fund revenues were $2.8 billion for fiscal year 2021 (higher than 
legislative estimation), a 16.6% increase from the $2.4 billion reported in 2020 (which were lower than 
legislative estimation). Fiscal year 2021 tax revenue increased by 18.3% in total over 2020, with corporate 
income tax collections up 41.3% and individual income tax collections increased by 22.0%. The large tax 
revenue gains were the result of the strong economic conditions of the state coming out of the COVID-19 
restrictions last year. In addition, the large federal spending provisions implemented during fiscal year 
2021 were also increasing disposable incomes for individuals, state governments, and businesses. Other 
noted increases in revenues included charges for services/fines/forfeits/settlements and licenses/permits. 


General Fund Expenditures — Total General Fund expenditures for fiscal year 2021 increased by $47.2 
million (2.0%). This increase in expenditures occurred in the general government, transportation, health 
and human services, education, and natural resources functions and the decrease in expenditures 
occurred in the public safety function as follows: 

¢ General government expenditures increased by $13.4 million (3.6%) 

* Transportation expenditures increased by $174.0 thousand 

¢ Health and human services expenditures increased by $10.1 million (2.1%) 

¢ Education expenditures increased by $37.0 million (3.4%) 

¢ Natural resources expenditure increased by $2.0 million (5.4%) 

¢ Public safety expenditures decreased by $11.3 million (3.5%) 


The expenditures in the public safety function decreased because some of the personal services were 
eligible to be paid by the Federal Special Revenue Fund for COVID-19 relief. 


The General Fund’s actual revenues and expenditures in comparison to budgeted revenues and 
expenditures is provided in more depth on the Budgetary Comparison Schedule within the Required 
Supplementary Information section of this report. The same level of detail used to report the actual 
revenues and expenditures is not readily available for all budgetary revenues and expenditures, which 
may cause some variances. 


General Fund Expenditure Budget Reversions 
Fund balances are not reserved for reverted appropriations. For fiscal year 2021, General Fund 
appropriations that reverted to 2022 were $96.6 million. 
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The Department of Public Health and Human Services had unspent appropriations of $58.8 million related 
to Medicaid savings and other operational costs. 


The Department of Corrections had unspent appropriations of $14.8 million related to the costs 
reimbursed by federal funding associated with COVID-19. 


The Office of Public Instruction had unspent appropriations of $10.0 million related to K-12 distributions to 
schools and participation or eligibility in some programs. 


The Judicial Branch had unspent appropriations of $2.8 million related to vacancy savings and 
operational costs. 


The Legislative Branch had unspent appropriations of $2.0 million related to vacancy savings and 
operational costs. 


The Department of Revenue had unspent appropriations of $2.0 million related to funds available to local 
governing bodies pursuant to Section 15-1-402 (6)(d), MCA, regarding protested property taxes, Section 
15-1-120, MCA, regarding entitlement share payments, and other operational costs. 


The Office of the Governor had unspent appropriations of $1.6 million related to personal services 
contingency funding held in the office for the entire state, operating cost savings, and vacancy savings. 


The Department of Natural Resources and Conservation had unspent appropriations of $1.5 million 
related to unspent operation costs associated with reduction in travel, training and other various 
expenditures due to COVID-19. 


The remaining unspent appropriation of $3.2 million was attributable to miscellaneous reversions across 
other agencies. 


State Special Revenue Fund 

The fund balance of the State Special Revenue Fund increased by $143.1 million to $2.0 billion. 
Revenues increased by $59.3 million (5.6%) and expenditures increased $50.9 million (4.5%), for fiscal 
year 2021. The largest increases in revenues are attributable to an increase in charges for services/fines/ 
forfeits/settlements, taxes collections, and licenses and permits. The largest increases in expenditures are 
attributable to natural resources related expenditures. Other financing sources, such as refunding bond 
issued, increased due to the General Obligation Bonds, Series 2010F refunded with 2020I, Series 2015C 
refunded with 2020J, the Special Revenue Bonds, Series 2010C refunded with 2020L, in fiscal year 2021. 
Other financing sources, such as bond proceeds, increased due to the General Obligation Bonds, Series 
2020E, 2020G, 2020H, 2020J, and 2020K, the Special Revenue Bonds, Series 2020L and 2020M, issued 
in fiscal year 2021. Primarily, transfers into the State Special Revenue Fund from other governmental 
funds resulted in an increase in fund balance. 


Federal Special Revenue Fund 

The fund balance of the Federal Special Revenue Fund decreased by $4.5 million (66.5%) to the balance 
of negative $11.3 million. Revenues and expenditures increased by $1.5 billion (46.2%) and $1.3 billion 
(41.7%) respectively, for the fiscal year 2021. Revenue increases are attributable to increases in federal 
program revenue, including COVID-19 related federal funding. Expenditure increases are attributable to 
increases in general government and health and human services related expenditures. The general 
government and health and human services related expenditure increases are attributable to COVID-19. 


Coal Severance Tax Permanent Fund 

The fund balance of the Coal Severance Tax Permanent Fund increased by $7.3 million (0.6%) to $1.2 
billion. Revenue decreased by $60.1 million (60.1%) to $39.9 million, primarily due to an decrease of 
investment earnings. The excess of revenue over expenditures and transfers out helped lead to the 
increase in fund balance. 


Land Grant Permanent Fund 

The fund balance of the Land Grant Permanent Fund increased by $25.9 million (3.1%) to $871.7 million. 
Revenue decreased by $33.0 million to a total of $93.6 million, and the investment earnings were 
attributable to the decrease. Primarily, income generated by the State's trust lands resulted in an increase 
in fund balance. 


The State's proprietary funds financial statements provided the same type of information founded in the 
government-wide financial statements, but in more detail. As the State completed the year, the enterprise 
funds reported fund balances of $566.7 million. Of this total, $545.3 million (96.2%) constitutes spendable 
net position and $21.4 million (3.8%) is classified as net investment in capital assets. The analysis of the 
following major enterprise funds, providing the majority of the net position for the business-type activities, 
follows. 


Unemployment Insurance Enterprise Fund 

Net position restricted for unemployment compensation increased by $162.4 million (68.1%). The 
increase in net position is attributable to the transfers into the Unemployment Insurance Enterprise Fund 
from the Federal Special Revenue Fund for COVID-19 relief in fiscal year 2021. 


Municipal Finance Programs Fund 

Net position decreased by 8.2% to $4.9 million in fiscal year 2021. Financing income revenue decreased 
$922.0 thousand, and investment earnings decreased $436.0 thousand, while expenses from interest 
expense decreased $1.1 million. Overall revenues and expenditures decreased 53.2% and 37.0%, which 
resulted in an decrease of $438.0 thousand to net position. 


CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capital Assets 

The State’s investment in capital assets for its governmental and business-type activities, as of June 30, 
2021, amounted to $9.7 billion, with related accumulated depreciation of $2.6 billion, leaving a net book 
value of $7.1 billion. This investment in capital assets includes land, buildings, improvements, equipment, 
infrastructure, intangible assets, and construction in progress. Infrastructure assets are items that are 
normally immovable and of value only to the State, such as roads, bridges, streets and sidewalks, 
drainage systems, lighting systems, and similar items. 


The total increase in the State’s investment in capital assets for the current fiscal year was $243.3 million 
or 3.6% in terms of net book value. Most increases in capital expenditures were seen in construction, or 
reconstruction, of roads and bridges. Additional information relating to the State’s capital assets can be 
found in Note 5 of the notes to the financial statements. 


Debt Administration 

Montana continues to receive excellent general obligation bond ratings from Moody’s Investor Service 
(Aa1), Standard and Poor’s Corporation (AA), and Fitch Ratings (AA+), which remain unchanged from 
2020. 


State debt may be authorized either by a two-thirds vote of the members of each house of the Legislature 
or by a favorable vote of a majority of the State’s electors voting thereon. There is no constitutional limit 
on the amount of debt that may be incurred by the State. The Montana Constitution does, however, 
prohibit the incurring of debt to cover deficits caused by appropriations exceeding anticipated revenue. 


The State of Montana’s general obligation debt increased from $90.3 million at June 30, 2020, to $127.6 
million at June 30, 2021. There is cash available, of $6.7 million at the end of fiscal year 2021, in debt 
service funds to service general obligation debt. 


The below table contains the ratio of general obligation debt and total State debt to personal income and 
to the amount of debt per capita: 
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Amount Percentage of State Debt 
(in thousands) Personal Income ") Per Capita” 
General obligation debt $ 127,633 0.22% $ 118 
Total State debt” $ 172,555 0.30% $ 160 


Based on personal income for calendar year 2020. 

Based on estimated 2020 Montana population. 

Based on total of general obligation bonds, special revenue bonds, notes payable, and lease/installment purchase payable for the 
percentage and state debt per capita. 


More detailed information regarding the State’s long-term obligations is provided in Note 11 of the notes to 
the financial statements and in the statistical tables. 


ECONOMIC CONDITION AND OUTLOOK 

On March 3, 2020, Governor Bullock formed a multi-agency task force to coordinate the State’s 
preparations with respect to COVID-19. On March 12, 2020, Governor Bullock issued Executive Orders 
No. 2-2020 and 3-2020 declaring a State of Emergency in the State in response to the COVID-19 
pandemic. Montana residents were under a Stay at Home Directive from March 28, 2020 through April 24, 
2020. On June 30, 2021, Governor Gianforte ended the State of Emergency in Montana. 


Because Montana’s continued and effective response to the COVID-19 pandemic, the State has 
determined that extending the State income tax filing deadline to July 15, 2020, did not have an adverse 
effect on the State’s liquidity for fiscal years 2020 and 2021. 


The State was allocated $1.6 billion from ARPA during fiscal year 2021. The legislature has appropriated 
approximately $1.2 billion and enacted laws to allow appropriations to continue into the 2023 and 2025 
bienniums. The programs designated by the legislature for ARPA funding are infrastructure, 
communications, economic transformation and stabilization, workforce development, and health. ARPA 
funds spent before June 30, 2021, totaled $58.4 million. Since June 30, 2021, another $116.0 million has 
been spent. The State plans to spend all funds received by June 30, 2026. 


The extent of the impact of COVID-19 on the State’s operational and financial performance, and on the 
State’s general financial condition, will depend on future developments, many of which are out of the 
State’s control, including the implementation of federal aid; the duration and spread of the COVID-19 
pandemic; and associated restrictions and limitations. 


The State cannot predict: (i) the duration or extent of the COVID-19 pandemic or any other outbreak or 
pandemic; (ii) the duration or expansion of travel restrictions and warnings — both domestically and 
internationally; (iii) whether additional countries or destinations will be added to the travel restriction or 
warning; (iv) what effect any COVID-19 or any other outbreak/pandemic-related travel restrictions or 
warnings may have on demand for travel; (v) whether and to what extent the COVID-19 pandemic or any 
other outbreak or pandemic may disrupt the local or global economy, manufacturing or supply chain, or 
whether any such disruption may adversely impact State-related operations and financial results; or (vi) 
whether any of the foregoing may have a material adverse effect on the finances and operations of the 
State. 


Despite the economic effects of COVID-19, Montana’s primary economic base remains concentrated in 
nonresident travel, agriculture, and mining, as well as service-providing industries. Per the 2021 Labor 
Day Report issued by the Montana Department of Labor and Industry, Montana's economy is in the midst 
of a strong recovery from the pandemic recession. Montana had real wage growth of 6.6% in calendar 
year 2020, ranking 8" among states for the fastest average annual wage growth over the last 10 years. 
Montana’s unemployment rate dropped quickly after the pandemic recession, reaching 3.6% in July 2021, 
with the national rate around 5.4%. Prior recessions took much longer for unemployment to return to 
normal levels. In October 2021, the Montana's preliminary unemployment rate was 3.1% with the national 
rate around 4.6%. Even with a strong recovery and rapid job growth, it is likely that the pandemic will have 
continued impacts on Montana's economy, particularly labor shortages and the impacts of rising prices on 
businesses and workers. 


Montana had an estimated 1,080,577 population as of July 1, 2020. The Montana labor market has total 
nonfarm workers of 481,800 in August 2021 as compared to 464,600 in August 2020. A more in-depth 
analysis of the State’s overall financial position can be found in the transmittal letter of this report. 


The Montana Constitution, Article VIII, Section 15, states that public retirement systems shall be funded 
on an actuarially sound basis. Public pension plans are considered actuarially sound if the unfunded 
accrued actuarial liability amortization period is within 30 years. As of June 30, 2021, the Game Warden & 
Peace Officers’ Retirement System (GWPORS) was not in compliance and did not amortize within 30 
years. The unfunded liabilities in the other state retirement systems amortize in 30 years or less as of the 
fiscal year ended June 30, 2021. 


The actuarial condition of these retirement plans is disclosed in greater detail in Note 6 of the financial 
statements. The unfunded actuarial liability of these plans is long-term in nature and does not translate 
into an inability of the plans to meet their current obligations in the near future. 


REQUESTS FOR INFORMATION 

This financial report is designed to provide a general overview of the State of Montana’s finances for all of 
Montana’s citizens, taxpayers, customers, investors, and creditors. The financial report seeks to 
demonstrate the State’s accountability for the money it receives. Questions concerning any of the 
information provided in this report or requests for additional information should be addressed to the State 
of Montana, Statewide Accounting Bureau, Room 255 Mitchell Building, PO Box 200102, Helena, MT 
59620. 
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STATEMENT OF NET POSITION 
JUNE 30, 2021 
(amounts expressed in thousands) 


ASSETS 
Cash/cash equivalents (Note 3) 
Receivables (net) (Note 4) 
Due from primary government 
Due from other governments 
Due from component units 
Internal balances 
Inventories 
Advances to component units 
Long-term loans/notes receivable 


Equity in pooled investments (Note 3) 


Investments (Note 3) 


Securities lending collateral (Note 3) 


Net pension asset (Note 6) 
Other assets 


Depreciable capital assets and infrastructure, net (Note 5) 
Land and nondepreciable capital assets (Note 5) 


Total assets 


DEFERRED OUTFLOWS OF RESOURCES (Note 4) 


LIABILITIES 
Accounts payable (Note 4) 
Lottery prizes payable 
Due to primary government 
Due to other governments 
Due to component units 
Due to pension trust funds 


Advances from primary government 


Unearned revenue 
Amounts held in custody for others 
Securities lending liability (Note 3) 
Other liabilities 
Short-term debt (Note 11) 
Long-term liabilities (Note 11): 
Due within one year 
Due in more than one year 
Net pension liability (Note 6) 
Total OPEB liability (Note 7) 
Total liabilities 


DEFERRED INFLOWS OF RESOURCES (Note 4) 


PRIMARY GOVERNMENT 

GOVERNMENTAL BUSINESS-TYPE 
ACTIVITIES ACTIVITIES 

$ 3,401,680 $ 553,507 

530,038 74,659 

355,220 792 

553 1,445 

6,415 (6,415) 

30,734 6,195 

9,539 8,515 

550,050 78,175 

2,663,550 18,379 

199,873 9,504 

48,105 332 

36,545 = 

17,045 1,698 

4,545,872 16,061 

2,521,163 5,316 

14,916,382 768,163 

1,031,934 5,792 

749,171 65,304 

= 4,459 

33,251 355 

2,319 = 

35,825 = 

759,052 6,151 

56,690 30 

48,105 332 

5,658 = 

= 90,600 

133,253 14,613 

449,938 5,391 

2,943,785 15,290 

141,394 2,450 

5,358,441 204,975 

163,799 2,299 


TOTAL 


3,955,187 $ 
604,697 
356,012 

1,998 
36,929 
18,054 

628,225 

2,681,929 

209,377 
48,437 
36,545 
18,743 

4,561,933 

2,526,479 

15,684,545 


1,037,726 


814,475 
4,459 
33,606 
2,319 
35,825 
765,203 
56,720 
48,437 
5,658 
90,600 


147,866 
455,329 
2,959,075 
143,844 
5,563,416 


166,098 


COMPONENT 
UNITS 


619,427 
130,533 
2,319 
36,473 
289 


4,507 
611,393 
50,778 
2,369,504 
5,182 


19,122 


877,316 
143,081 
4,869,924 


140,462 


75,884 
1,998 
371 


18,054 
99,793 
13,935 

5,182 
26,935 


171,931 
1,774,141 
237,781 
58,124 
2,484,418 


58,029 
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PRIMARY GOVERNMENT 
GOVERNMENTAL ~~ BUSINESS-TYPE COMPONENT 
ACTIVITIES ACTIVITIES TOTAL UNITS 
NET POSITION 
Net investment in capital assets $ 6,962,944 § 21,360 $ 6,984,304 § 711,960 
Restricted for: 

General government 34,624 — 34,624 _— 
Transportation 125,943 _— 125,943 — 
Health and human service 17,031 — 17,031 — 
Natural resources 652,447 — 652,447 — 
Public safety 199,135 _ 199,135 — 
Education 9,212 _— 9,212 _— 

Funds held as permanent investments: 
Nonexpendable 1,952,534 — 1,952,534 464,669 
Expendable 584,069 — 584,069 _ 
Unemployment compensation _— 400,873 400,873 _— 
Montana Board of Housing — — — 160,105 
Other purposes (Note 1) — 119,823 119,823 342,747 
Unrestricted (111,863) 24,625 (87,238) 788,458 
Total net position $ 10,426,076 $ 566,681 $ 10,992,757 $ 2,467,939 


The notes to the financial statements are an integral part of this statement. 
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STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30, 2021 
(amounts expressed in thousands) 


PROGRAM REVENUES 
OPERATING CAPITAL 
CHARGES GRANTS GRANTS NET 
FOR AND AND (EXPENSE) 
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS REVENUE 
Primary government: 
Governmental activities: 

General government $ 1,699,213 $ 214,699 $ 1,451,597 $ 5,918 $ (26,999) 

Public safety 544,839 198,475 29,095 _ (317,269) 

Transportation 611,537 35,802 83,533 505,281 13,079 

Health and human services 3,418,518 39,781 2,476,116 245 (902,376) 

Education 1,492,682 3,563 251,968 1,379 (1,235,772) 

Natural resources 361,420 201,555 148,899 18,843 7,877 

Interest on long-term debt 5,026 —_— _ — (5,026) 

Total governmental activities 8,133,235 693,875 4,441,208 531,666 (2,466,486) 
Business-type activities: 

Unemployment Insurance 728,476 122,626 14,632 — (591,218) 

Liquor Stores 120,913 135,369 — — 14,456 

State Lottery 99,353 112,327 — _ 12,974 

Municipal Finance Programs 1,602 40 1,124 _— (438) 

Hail Insurance 796 1,152 4 _- 360 

Other Service 81,765 31,401 52,387 883 2,906 

Prison Funds 7,042 7,005 — — (37) 

MUS" Group Insurance 106,068 105,336 339 _ (393) 

MUS' Workers Compensation 2,852 3,930 90 — 1,168 

Total business-type activities 1,148,867 519,186 68,576 883 (560,222) 

Total primary government $ 9,282,102 $ 1,213,061 $ 4,509,784 $ 532,549 $ (3,026,708) 
Component units: 

Montana Board of Housing $ 21,820 $ 2,612 $ 18,908 $ — $ (300) 

Facility Finance Authority 538 821 112 _ 395 

Montana State Fund 171,042 148,625 — — (22,417) 

Montana State University 646,557 273,506 320,508 11,663 (40,880) 

University of Montana 464,845 148,670 240,803 336 (75,036) 
Total component units $ 1,304,802 $ 574,234 $ 580,331 $ 11,999 $ (138,238) 


‘Montana University System 


PRIMA| 
GOVERNMENTAL 
ACTIVITIES 
Changes in net position: 
Net (expense) revenue $ (2,466,486) $ 
General revenues: 
Taxes: 
Property 329,585 
Fuel 274,417 
Natural resource 160,987 
Individual income 1,712,162 
Corporate income 261,686 
Other (Note 1) 431,603 
Unrestricted grants and contributions 447 
Settlements 86,092 
Unrestricted investment earnings 32,902 
Transfers from primary government _— 
Gain (loss) on sale of capital assets 4,750 
Miscellaneous 5,866 
Contributions to term and permanent endowments —_— 
Transfers between primary government (138,881) 
Total general revenues, contributions, and transfers 3,161,616 
Change in net position 695,130 
Total net position - July 1 - as previously reported 9,830,973 
Adjustments to beginning net position (Note 2) (100,027) 
Total net position - July 1 - as adjusted 9,730,946 
Total net position - June 30 $ 10,426,076 $ 


The notes to the financial statements are an integral part of this statement. 


RY GOVERNMENT 
BUSINESS-TYPE 
ACTIVITIES 


(560,222) $ 


38,141 
549,317 


14 
84 
6,405 
138,881 
732,842 
172,620 
393,320 
741 
394,061 
566,681 $ 


COMPONENT 
TOTAL UNITS 


(3,026,708) $ (138,238) 


329,585 = 
274,417 = 
160,987 = 

1,712,162 = 
261,686 im 
469,744 = 
549,764 4 

86,092 = 
32,916 138,851 
= 256,944 
4,834 (14) 
12,271 2,002 
es 29,507 

3,894,458 427,294 
867,750 289,056 

10,224,293 2,178,642 
(99,286) 241 

10,125,007 2,178,883 


10,992,757 _$ 2,467,939 
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BALANCE SHEET 
GOVERNMENTAL FUNDS 

JUNE 30, 2021 

(amounts expressed in thousands) 


ASSETS 

Cash/cash equivalents (Note 3) 
Receivables (net) 

Interfund loans receivable (Note 12) 
Due from other governments 

Due from other funds (Note 12) 

Due from component units 
Inventories 

Equity in pooled investments (Note 3) 
Long-term loans/notes receivable 
Advances to other funds (Note 12) 
Advances to component units 
Investments (Note 3) 

Securities lending collateral (Note 3) 
Other assets 


Total assets 


LIABILITIES, DEFERRED INFLOWS OF RESOURCES, 
AND FUND BALANCES 


Liabilities: 
Accounts payable 
Interfund loans payable (Note 12) 
Due to other governments 
Due to other funds (Note 12) 
Due to component units 
Advances from other funds (Note 12) 
Unearned revenue 
Amounts held in custody for others 
Securities lending liability (Note 3) 
Other liabilities 
Total liabilities 


DEFERRED INFLOWS OF RESOURCES 


Fund balances (Note 14): 
Nonspendable 
Restricted 
Committed 
Assigned 
Unassigned 

Total fund balances 


Total liabilities, deferred inflows of resources, and fund balances 


The notes to the financial statements are an integral part of this statement. 


GENERAL 


910,776 $ 


314,579 
98,139 
12,534 
34,585 


4,087 


355 


10,907 


3,322 
1,389,284 


324,199 


28 
371,549 


161,435 


5,171 


114,199 
95,387 
641,543 


856,300 


1,389,284 $ 


SPECIAL REVENUE 


STATE 


1,084,767 $ 
108,104 
78,337 
1,459 
16,247 
312 
21,669 
391,954 
524,607 
38,123 
1,983 
1,734 
7,079 
10,058 

2,286,433 $ 


169,734 $ 
5,001 
31,227 
12,395 
459 
5,328 
21,186 
42,042 
7,079 
1,332 
295,783 


11,452 


22,630 
1,197,079 
757,536 
1,953 


1,979,198 
2,286,433 $ 


FEDERAL 


792,458 
72,886 
5 
341,207 
2,289 


208 
1,214,533 


230,664 
166,377 
1,594 
13,627 
1,409 
36,879 
736,758 
468 


1,187,776 


38,078 


151 


(11,472) 
(11,321) 
1,214,533 


PERMANENT 


COAL 
SEVERANCE 
TAX 


57,936 $ 


11,030 


113 


976,655 


7,365 
184,756 
17,639 


1,255,494 


664,992 


564,068 


1,229,060 


1,255,494 $ 


LAND 
GRANT 


38,001 $ 
2,399 


836,860 


15,114 
116 


892,490 $ 


871,681 


871,681 
892,490 $ 


NONMAJOR 


287,638 $ 


10,542 


4,935 
128 
424,063 
19,964 
5,328 
190 


7,659 


760,447 


414,009 
34,229 
293,558 
251 
(1,012) 


741,035 


760,447 $ 


TOTAL 


3,171,576 
519,540 
176,481 
355,200 

58,056 
553 
25,756 

2,629,532 

550,051 

43,806 
9,538 
197,397 
47,491 
13,704 


7,798,681 


730,544 
173,308 
33,251 
35,343 
38,143 
43,968 
757,984 
56,242 
47,491 
1,360 
1,917,634 


215,094 


1,978,634 
1,231,308 
1,729,361 
97,591 
629,059 


5,665,953 
7,798,681 
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RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO THE 
STATEMENT OF NET POSITION 


JUNE 30, 2021 


(amounts expressed in thousands) 


Total fund balances - governmental funds 


Amounts reported for governmental activities in the Statement of Net Position are different due to: 


Capital assets used in governmental activities are not current financial resources and therefore not 
reported in the governmental funds (Note 5): 


Depreciable capital assets and infrastructure, net 
Land and nondepreciable capital assets 


Deferred outflows of resources represent a consumption of net assets that will be reported as an 
outflow of resources in a future period and therefore are not reported in the governmental funds. 


Other assets not available in the current period and therefore are not reported in the governmental 
funds: 


Net pension asset 


Long-term receivables 


Internal service funds are used by management to charge the costs of certain activities, such as 
insurance and central computer services, to individual governmental funds. The assets and liabilities 
of the internal service funds are included in the governmental activities in the Statement of Net 
Position, excluding internal service funds' capital assets, deferred outflows of resources, deferred 
inflows of resources and long-term liabilities reported in specific areas. 


Other liabilities that are not due and payable in the current period and are not reported in the 
governmental funds. 


A portion of deferred inflows of resources represents an acquisition of net assets that will be 
recognized as an inflow of resources in a future period, which differs than that reported in the 
governmental funds. 


Long-term liabilities and related accrued interest are not due and payable in the current period and 
therefore are not reported in the governmental funds (Note 11): 


Other long-term liabilities 
Net pension liability 
Total OPEB liability 


Total net position - governmental activities 


The notes to the financial statements are an integral part of this statement. 


4,545,872 
2,521,163 


(583,191) 
(2,943,785) 
(141,394) 


$ 


$ 


5,665,953 


7,067,035 


1,031,934 


36,545 
(286) 


258,300 


(16,330) 


51,295 


(3,668,370) 


10,426,076 


This page intentionally left blank. 
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 


GOVERNMENTAL FUNDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2021 
(amounts expressed in thousands) 


REVENUES (Note 14) 
Licenses/permits 
Taxes: 

Natural resource 

Individual income 

Corporate income 

Property 

Fuel 

Other 
Charges for services/fines/forfeits/settlements 
Investment earnings 
Securities lending income 
Sale of documents/merchandise/property 
Rentals/leases/royalties 
Contributions/premiums 
Grants/contracts/donations 
Federal 
Federal indirect cost recoveries 
Other revenues 

Total revenues 


EXPENDITURES 
Current: 
General government 
Public safety 
Transportation 
Health and human services 
Education 
Natural resources 
Debt service: 
Principal retirement 
Interest/fiscal charges 
Capital outlay 
Securities lending 
Total expenditures 
Excess of revenue over (under) expenditures 


OTHER FINANCING SOURCES (USES) 
Inception of lease/installment contract 
Insurance proceeds 
General capital asset sale proceeds 
Refunding bond issued 
Payment to refunding bond escrow agent 
Bond premium 
Bond proceeds 
Energy conservation loans 
Transfers in (Note 12) 
Transfers out (Note 12) 

Total other financing sources (uses) 
Net change in fund balances 
Fund balances - July 1 - as previously reported 
Adjustments to beginning fund balance (Note 2) 
Fund balances - July 1 - as adjusted 
Increase (decrease) in inventories 
Fund balances - June 30 


The notes to the financial statements are an integral part of this statement. 


SPECIAL REVENUE 

GENERAL STATE FEDERAL 
142,810 $ 299,035 $ — 
68,068 64,910 _ 
1,734,627 = a 
263,869 11 a 
309,495 20,090 — 
_ 274,417 _ 
253,940 171,436 _ 
45,488 151,369 7,925 
5,093 9,744 572 
39 47 a 
251 9,061 _ 
8 1,254 _ 
_ 35,092 _ 
13,665 15,470 44 
10,767 8,996 4,692,258 
164 56,549 98,207 
379 3,763 1,335 
2,848,663 1,121,244 4,800,341 
385,619 196,146 834,438 
310,373 104,668 58,076 
174 254,873 129,320 
490,805 221,921 2,710,755 
1,119,344 86,028 289,715 
38,226 230,006 128,353 
295 2,996 135 
247 1,229 11 
7,436 90,291 427,568 
10 10 = 
2,352,529 T, 188, 168 4,578,371 
496,134 (66,924) 221,970 
193 4,137 57 
— 437 _ 
119 617 _ 
_ 24,896 _ 
= (23,935) = 
_ 8,799 = 
_ 56,904 = 
— 149 _ 
85,086 212,201 2,059 
(330,993) (72,058) (229,172) 
(245,595) 212,147 (227,056) 
250,539 145,223 (5,086) 
592,812 7,836,115 (6,799) 
13,335 (591) 564 
606,147 7,835,524 (6,235) 
(386) (1,549) _ 
$ 856,300 $ 1,979,198 $ (11,321) 


PERMANENT 


COAL 
SEVERANCE 
TAX 


19,917 
113 


39,862 


167 
(33,210) 
(33,043) 
6,794 
T221,177 
489 

7,222,206 


12,827 
96 
23,466 
55,255 
24 


93,576 


94 
(66,840) 
(62,408) 

25,935 
845,746 


845,746 


NONMAJOR 


8,068 
32,339 
17,741 

48 


65,795 


1,045 
23 
2,443 
22 
3,179 


17,523 
4,510 
63,031 
10 
91,786 
(25,991) 


319,959 
(27,944) 
291,129 
265,138 
475,900 
(3) 
475,807 


TOTAL 
443,753 


160,409 
1,734,627 
263,880 
329,585 
274,417 
433,444 
237,121 
65,894 
343 
32,778 
56,517 
35,092 
29,203 
4,712,021 
154,920 
5,477 
8,969,481 


1,417,248 
473,140 
384,367 

3,425,924 

1,495,109 
404,916 


20,949 
5,997 
588,326 
76 
8,216,052 
153,429 


4,387 
437 
5,029 
37,321 
(37,261) 
8,799 
56,904 
149 
619,566 
(760,217) 
(64,886) 
688,543 
7,965,551 
13,794 
7,979,345 
(1,935) 


$ 1,229,060 $ 871,681 741,035 _$ 5,665,953 
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN 
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 


FOR THE FISCAL YEAR ENDED JUNE 30, 2021 


(amounts expressed in thousands) 


Net change in fund balances - total governmental funds 


Amounts reported for governmental activities in the Statement of Activities are different due to: 


Capital outlays are reported as expenditures in governmental funds. However, in the Statement of 
Activities, these costs are allocated as depreciation expense over the useful life of the capital asset. 
Capital outlays exceeded depreciation expense in the current year by the following amount (Note 5): 


Capital outlay 
Depreciation expense and amortization 


Miscellaneous transactions involving capital assets such as sales (gain/loss) and donations are 
reported in the Statement of Activities, but only proceeds from sales are reported in the governmental 
funds. 


Revenues reported in the Statement of Activities that do not provide current financial resources are 
not reported as revenues in the governmental funds. 


Bond proceeds provide current financial resources to governmental funds, but issuing debt increases 
long-term liabilities in the statement of net assets. 


Internal service funds are used by management to charge the costs of certain activities, such as 
insurance and central computer services, to individual governmental funds. Internal service funds are 
reported separately from governmental funds in the fund financial statements. In the government- 
wide statements, internal service funds are included with governmental activities. 


Some expenses reported in the Statement of Activities do not require the use of current financial 
resources and therefore are not reported as expenditures in the governmental funds. Some 
expenditures reported in the governmental funds either increase or decrease items reported in the 
Statement of Net Position. 


Change in net position - governmental activities 


The notes to the financial statements are an integral part of this statement. 


$ 688,543 


588,326 
(270,682) 317,644 


3,982 


(8,142) 


(65,703) 


22,481 


(263,675) 


$ 695,130 


STATEMENT OF FUND NET POSITION 
PROPRIETARY FUNDS 

JUNE 30, 2021 

(amounts expressed in thousands) 


ASSETS 

Current assets: 
Cash/cash equivalents (Note 3) 
Receivables (net) (Note 4) 
Interfund loans receivable (Note 12) 
Due from other governments 
Due from other funds (Note 12) 
Due from component units 
Inventories 
Short-term investments (Note 3) 
Securities lending collateral (Note 3) 
Other current assets 

Total current assets 


Noncurrent assets: 
Advances to other funds (Note 12) 
Advances to component units 
Long-term investments (Note 3) 
Long-term notes/loans receivable 
Other long-term assets 
Capital assets (Note 5): 
Land 
Land improvements 
Buildings/improvements 
Equipment 
Infrastructure 
Construction work in progress 
Intangible assets 
Other capital assets 
Less accumulated depreciation 
Total capital assets 
Total noncurrent assets 
Total assets 


DEFERRED OUTFLOWS OF RESOURCES (Note 4) 


BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS 


UNEMPLOYMENT 
INSURANCE 


$ 390,303 
26,811 


406 


417,520 


33,906 
451,426 


$ 


MUNICIPAL 
FINANCE 
PROGRAMS 


16,055 
7,319 


NONMAJOR 


$ 


147,149 
40,529 
215 


195,179 


800 
3,830 
16,379 
9,845 
1,175 
1,303 
3,432 
3,213 
(18,601) 
21,376 
43,097 
238,276 


5,662 


$ 


TOTAL 


553,507 
74,659 
215 
192 
3,768 
1,445 
6,195 
7,524 
332 
336 
648,773 


7,189 
8,515 
20,359 
78,175 
1,362 


800 
3,830 
16,379 
9,846 
1,175 
1,303 
3,432 
3,213 
(18,601) 
21,377 
136,977 
785,750 


5,792 


GOVERNMENTAL 


ACTIVITIES - 


INTERNAL 
SERVICE 
FUNDS 


230,105 
10,784 


614 
3,341 
249,886 


95 
6,069 
276,909 
2,091 
426 
(181,123) 
104,467 
140,962 
390,848 


21,764 
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STATEMENT OF FUND NET POSITION 
PROPRIETARY FUNDS 

JUNE 30, 2021 

(amounts expressed in thousands) 


BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS 


UNEMPLOYMENT 
INSURANCE 
LIABILITIES 
Current liabilities: 
Accounts payable (Note 4) $ 46,953 


Lottery prizes payable _ 
Interfund loans payable (Note 12) _ 
Due to other governments _ 
Due to other funds (Note 12) — 
Unearned revenue 3,600 
Lease/installment purchase payable (Note 10) _ 
Short-term debt (Note 11) — 
Bonds/notes payable - net (Note 11) — 
Amounts held in custody for others — 
Securities lending liability (Note 3) — 
Estimated insurance claims (Note 8) _ 
Compensated absences payable (Note 11) _ 

Total current liabilities 50,553 


Noncurrent liabilities: 

Lottery prizes payable _ 
Advances from other funds (Note 12) _ 
Lease/installment purchase payable (Note 10) _ 
Bonds/notes payable - net (Note 11) _ 
Estimated insurance claims (Note 8) _ 
Compensated absences payable (Note 11) _ 
Net pension liability (Note 6) _— 
Total OPEB liability (Note 7) — 
Total noncurrent liabilities _ 
Total liabilities 50,553 


DEFERRED INFLOWS OF RESOURCES (Note 4) = 
NET POSITION 


Net investment in capital assets _ 
Restricted for: 


Unemployment compensation 400,873 
Other purposes _ 
Unrestricted _ 
Total net position $ 400,873 


The notes to the financial statements are an integral part of this statement. 


MUNICIPAL 
FINANCE 


PROGRAMS NONMAJOR 


71 $ 


90,697 


18,280 $ 
3,534 
2,700 

355 

14,887 

2,551 
13 


21,359 


119,418 
20,098 
160,875 $ 


TOTAL 


332 
13,804 
195 
198,506 


925 


3,880 
1,504 
15,290 
2,450 
24,056 
222,562 


2,299 


21,360 


400,873 
119,823 

24,625 
566,681 


GOVERNMENTAL 
ACTIVITIES - 


INTERNAL 
SERVICE 
FUNDS 


7,027 
2,307 
72 
36,622 
5,580 
65,097 
8,503 
125,208 
184,798 


6,944 


90,706 


130,164 
$ 220,870 
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION 
PROPRIETARY FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2021 

(amounts expressed in thousands) 


GOVERNMENTAL 
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES - 
MUNICIPAL INTERNAL 
UNEMPLOYMENT FINANCE SERVICE 
INSURANCE PROGRAMS NONMAJOR TOTAL FUNDS 
Operating revenues: 
Charges for services $ 149 $ 40 273,552 $ 273,741 $ 172,949 
Investment earnings 7,548 5 468 8,021 790 
Securities lending income - - 2 2 4 
Financing income — 1,119 _ 1,119 — 
Contributions/premiums 122,477 _— 122,396 244,873 230,212 
Grants/contracts/donations 7,084 _ 52,300 59,384 4,518 
Other operating revenues — _ 6,978 6,978 13,595 
Total operating revenues “137,258 +1164 «455090  »o04718 422,068 
Operating expenses: 
Personal services — 432 18,291 18,723 74,512 
Contractual services — 38 31,163 31,201 40,511 
Supplies/materials — 40 116,095 116,135 20,525 
Benefits/claims 714,367 _— 162,843 877,210 194,664 
Depreciation — _ 1,119 1,119 14,251 
Amortization _ _ 573 573 421 
Utilities/rent — 55 1,159 1,214 6,945 
Communications — 9 1,113 1,122 13,583 
Travel — 1 113 114 150 
Repairs/maintenance — 1 1,583 1,584 28,856 
Grants _— — _— _— 478 
Lottery prize payments — _ 80,348 80,348 _— 
Securities lending expense - _ _— _ 1 
Interest expense — 866 8 874 403 
Other operating expenses 14,109 160 4,127 18,396 6,487 
Total operating expenses 728,476 1,602 418,535 1,148,613 401,787 
Operating income (loss) a2) BYSSSSCSC TOT SSCSCS~«SOOHYSSSCSCSCSC~«S DT 
Nonoperating revenues (expenses): 
Tax revenues (Note 1) — _ 38,141 38,141 _ 
Grant revenue 549,316 _ _ 549,316 _ 
Insurance proceeds _ _ — _ 147 
Gain (loss) on sale of capital assets _ _ (602) (602) 182 
Federal indirect cost recoveries — — 65 65 4,547 
Increase (decrease) value of livestock _ _ 433 433 _ 
Total nonoperating revenues (expenses) “549316 4+.— 08,037. OO7263. 4,076 
Income (loss) before contributionsand SSS 
transfers (41,902) (438) 75,198 32,858 25,157 
Capital contributions — _— 955 955 394 
Transfers in (Note 12) 203,571 _ 26 203,597 2,020 
Transfers out (Note 12) — _— (64,788) (64,788) (5,088) 
Change in net position “-f67,669—é“‘(‘éD2)dO(488);)”~#«fT«OTO!#~#~#®#€«~séf2e22)~—~<‘(<‘(t;*« «A 
Total net position - July 1 - as previously reported 238,429 5,371 149,520 393,320 198,435 
Adjustments to beginning net position (Note 2) 775 _ (36) 739 (48) 
Total net position - July 1 - as adjusted 239,204 5,371 149,484 394,059 198,387 
Total net position - June 30 $ 400,873 $ 4,933 $ 160,875 $ 566,681 $ 220,870 


The notes to the financial statements are an integral part of this statement. 


A-38 


STATEMENT OF CASH FLOWS 
PROPRIETARY FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2021 
(amounts expressed in thousands) 


GOVERNMENTAL 
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES - 
MUNICIPAL INTERNAL 
UNEMPLOYMENT FINANCE SERVICE 
INSURANCE PROGRAMS NONMAJOR TOTAL FUNDS 
CASH FLOWS FROM OPERATING ACTIVITIES 
Receipt from sales and service $ 123,601 $ 39 $ 389,811 $ 513,451 $ 401,217 
Payments to suppliers for goods and services _ (234) (157,519) (157,753) (111,606) 
Payments to employees _ (442) (18,233) (18,675) (73,605) 
Grant receipts (expenses) 7,504 _ 51,913 59,417 4,030 
Cash payments for claims (765,477) _ (161,605) (927,082) (198,245) 
Cash payments for prizes _ _ (79,042) (79,042) _ 
Other operating revenues — _ 7,041 7,041 18,252 
Other operating payments _ _ (4,024) (4,024) (6,487) 
Net cash provided by (used for) 
operating activities (634,372) (637) 28,342 (606,667) 33,556 
CASH FLOWS FROM NONCAPITAL 
FINANCING ACTIVITIES 
Collection of taxes — — 38,141 38,141 _ 
Transfer to other funds _ _ (63,420 (63,420) (5,087) 
Transfer from other funds 203,571 — 27 203,598 2,019 
Proceeds from interfund loans/advances — — 2,761 2,761 2,081 
Payment of interfund loans and advances (1,500) _ (295 (1,795) (49) 
Payment of principal and interest on bonds and notes _ (1,193) (7 (1,200) (570) 
Grant receipts and Federal indirect cost recoverable 566,990 — 65 567,055 _ 
Net cash provided by (used for) 
noncapital financing activities 769,061 (1,193) (22,728 745,140 (1,606) 
CASH FLOWS FROM CAPITAL AND RELATED 
FINANCING ACTIVITIES 
Proceeds from insurance _ _ _ - 147 
Acquisition of capital assets _ _ (1,437) (1,437) (13,051) 
Proceeds from sale of capital assets — _ 1,213 1,213 1 
Net cash provided by (used for) capital and 
related financing activities = = (224) (224) (12,903) 
CASH FLOWS FROM INVESTING ACTIVITIES 
Sale (purchase) of investments _ (20,621) 300 (20,321) (12,780) 
Proceeds (loss) on sales or maturities of investments — 13,804 _ 13,804 _ 
Proceeds (loss) from securities lending transactions/ 
investments - - 3 3 4 
Interest and dividends on investments 7,548 13 490 8,051 787 
Payment of securities lending costs _ _ _ _ (1) 
Collections of principal and interest on loans — 23,752 — 23,752 _ 
Cash payment for loans _ (25,609) _ (25,609) _ 
Net cash provided by (used for) 
investing activities 7,548 (8,661) 793 (320) (11,990) 
Net increase (decrease) in cash 
and cash equivalents 142,237 (10,491) 6,183 137,929 7,057 
Cash and cash equivalents, July 1 248,066 26,546 140,966 415,578 223,048 
Cash and cash equivalents, June 30 3390303 $ ~~—-16,055 $ + ~—=147,149 :$ ~—553,.507 § =a 80, 105 


The notes to the financial statements are an integral part of this statement. 


STATEMENT OF CASH FLOWS 
PROPRIETARY FUNDS 


FOR THE FISCAL YEAR ENDED JUNE 30, 2021 


(amounts expressed in thousands) 


Reconciliation of operating income to net 
cash provided by operating activities: 


Operating income (loss) 


Adjustments to reconcile operating income 
to net cash provided for (used for) 
operating activities: 

Depreciation 

Amortization 

Securities lending expense 
Investment earnings 
Securities lending income 
Financing income 

Interest expense 

Other revenue 

Arbitrage rebate tax 


Change in assets, deferred outflows, liabilities and 


deferred inflows: 
Decr (Incr) in accounts receivable 
Decr (Incr) in due from other funds 
Decr (Incr 


( 

( in due from component units 
Decr (Incr 

( 

( 


in due from other governments 
Decr (Incr) in inventories 
Decr (Incr) in other assets 
ner (Decr) in accounts payable 


ner (Decr) in due to other funds 


a 


ner (Decr; 


s 


in due to other governments 


ner (Decr; 


a 


in lottery prizes payable 
ner (Decr) in unearned revenue 
ner (Decr; 


ner (Decr; 


os 


in compensated absences payable 
in total OPEB liability 
in estimated claims 


ner (Decr; 


s 


ner (Decr; 


s 


ner (Decr) in other payables 


ner (Decr; 
accounts 


Net cash provided by (used for) 
operating activities 


in net pension liability and related 


Schedule of noncash transactions: 


Capital asset acquisitions from contributed capital 


Incr (Decr) in fair value of investments 
Total noncash transactions 


in amounts held in custody for others 


GOVERNMENTAL 
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES 
MUNICIPAL INTERNAL 
UNEMPLOYMENT FINANCE SERVICE 
INSURANCE PROGRAMS NONMAJOR TOTAL FUNDS 
$ (591,218) $ (438) $ 37,161 $ (554,495) $ 20,281 
= = 1,119 1,119 14,251 
_ — 573 573 421 
= = — = 1 
(7,548) (5) (468) (8,021 (790) 
= = (3) (3 (4) 
_ (1,118) = (1,118 _ 
= 866 7 873 403 
776 = — 776 4,551 
= (22) — (22 = 
(53,975) = (4,826 (58,801 862 
= a (38 (38 67 
= = — — 9 
(355) — (386 (744 (10) 
= = (1,773 (1,773 (45) 
= = 35 35 (2,778) 
17,948 6) (2,257 15,685 (845) 
a _ (2,805 (2,805 152 
= a 107 107 — 
= = 1,306 1,306 = 
— = (209 (209 (192) 
= = = = (45) 
= 31 54 85 593 
_ — 1,364 1,364 5,709 
= = 120 120 (3,581) 
= (11) (6) (17) (2,343) 
= 66 (733) (667) (3,111) 
$ (634,372) $ (637) $ 28,342 $ (606,667) $ 33,556 
$ —$ —$ 955 $ 955 $ 395 
= 3 338 341 275 
$ — $ 3 $ 1,293 $ 1,296 $ 670 


The notes to the financial statements are an integral part of this statement. 
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STATEMENT OF FIDUCIARY NET POSITION 
FIDUCIARY FUNDS 

JUNE 30, 2021 

(amounts expressed in thousands) 


PENSION 
(AND OTHER 
EMPLOYEE PRIVATE INVESTMENT 
BENEFIT) PURPOSE TRUST CUSTODIAL 
TRUSTFUNDS TRUST FUNDS FUNDS FUNDS 
ASSETS 
Cash/cash equivalents (Note 3) $ 187,408 $ 39,493 $ 1,854,550 $ 8,165 
Receivables (net): 
Accounts receivable 25,716 _— _— 621 
Interest 14 _ 187 _ 
Due from primary government 35,825 _ _ _— 
Due from other PERB plans 1,734 — — — 
Long-term loans/notes receivable 8 _ _ _ 
Total receivables 63,297 _— 187 621 
Investments at fair value: 
Equity in pooled investments (Note 3) 14,397,166 _ 12,953 _ 
Other investments (Note 3) 1,091,293 206,088 _ — 
Total investments 15,488,459 206,088 12,953 _— 
Securities lending collateral (Note 3) 83,372 _ 234 _ 
Capital Assets: 
Buildings/improvements 316 _ _ _ 
Equipment 133 _ _ _ 
Accumulated depreciation (170) _ — _ 
Intangible assets 3,884 _ _ _ 
Total capital assets 4,163 _ _ _ 
Other assets — 29,964 _ 2,887 
Total assets 15,826,699 275,945 1,867,924 11,673 
DEFERRED OUTFLOWS OF RESOURCES 1,076 _ _ _ 
LIABILITIES 
Accounts payable 1,767 12 150 2,579 
Due to primary government 8 _ _ _ 
Due to other PERB plans 1,734 _— _— _— 
Unearned revenue 83 _ _ _ 
Securities lending liability (Note 3) 83,372 _ 234 _ 
Compensated absences payable 726 _ _ — 
Net pension liability (Note 6) 1,921 _ _ _ 
Total OPEB liability (Note 7) 796 _ _ _ 
Total liabilities 90,407 12 384 2,579 
DEFERRED INFLOWS OF RESOURCES 242 _ _ _ 
NET POSITION 
Restricted for: 
Pensions 15,048,021 _ _ _ 
Postemployment benefits other than pensions 689,105 _ _ _ 
Pool participants — _ 1,867,540 _— 
Individuals, organizations, and other governments _ 275,533 _— 9,094 
Total net position $ 15,737,126 $ 275,533 $ 1,867,540 $ 9,094 


The notes to the financial statements are an integral part of this statement. 
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STATEMENT OF CHANGES IN FIDUCIARY NET POSITION 
FIDUCIARY FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2021 

(amounts expressed in thousands) 


PENSION 
(AND OTHER 
EMPLOYEE PRIVATE INVESTMENT 
BENEFIT) PURPOSE TRUST CUSTODIAL 
TRUST FUNDS TRUST FUNDS FUNDS FUNDS 
ADDITIONS 
Contributions/premiums: 
Employer $ 288,688 $ — $ — $ — 
Employee 268,411 _ — _ 
Other contributions 121,465 21,468 1,536,607 _ 
Investment earnings: 
Net increase in fair value of investments 3,487,911 31,186 (186) _ 
Interest, dividends, and other 23,931 1 4,228 3 
Securities lending income 1,011 _— 1 _— 
Total investment earnings 3,512,853 31,187 4,043 3 
Less investment costs: 
Administrative investment expense 83,504 _— _— _— 
Securities lending expense 200 — — _ 
Net investment earnings 3,429,149 31,187 4,043 3 
Charges for services 849 — _ — 
Other additions and miscellaneous 2,124 8,234 — 61,651 
Total additions 4,110,686 60,889 1,540,650 61,654 
DEDUCTIONS 
Benefits 1,039,868 — _ __ 
Refunds 32,147 — _ = 
Distributions _ 31,274 1,392,012 62,674 
Administrative expenses 15,316 883 _ 16 
Local assistance 13 — — _ 
Transfers to MUS-RP 264 _ _ _ 
Transfers to PERS-DCRP 2,328 _— _ _ 
Total deductions 1,089,936 32,157 1,392,012 62,690 
Change in net position 3,020,750 28,732 148,638 (1,036) 
Net position - July 1 - as previously reported 12,716,675 248,114 1,718,902 8,817 
Adjustments to beginning net position (Note 2) (299) (1,313) _ 1,313 
Net position - July 1 - as adjusted 12,716,376 246,801 1,718,902 10,130 
Net position - June 30 $ 15,737,126 $ 275,533 $ 1,867,540 $ 9,094 


The notes to the financial statements are an integral part of this statement. 
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NOTES TO THE FINANCIAL STATEMENTS 


NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The accompanying financial statements for the State of Montana (State) have been prepared in 
accordance with Generally Accepted Accounting Principles (GAAP), as prescribed by the Governmental 
Accounting Standards Board (GASB). 


A. Reporting Entity 


For financial reporting purposes, the State includes funds that comprise the primary government and its 
component units. The component units are entities that the State is financially accountable for, or whose 
relationship with the State is such that exclusion would cause the State's financial statements to be 
misleading or incomplete. GASB has set forth criteria to be considered in determining financial 
accountability. This criteria includes appointing a voting majority of an organization's governing body, and 
(1) the ability of the State to impose its will on that organization or (2) the potential for the organization to 
provide specific financial benefits to, or impose specific financial burdens on, the State. 


Discretely Presented Component Units 

These component units are entities that are legally separate from the State because they possess 
corporate powers, but are financially accountable to the State, or whose relationships with the State are 
such that exclusion would cause the State's financial statements to be misleading or incomplete. The 
condensed financial statements, presented in Note 18, include the financial data of the entities listed 
below. 


Complete financial statements for each of the individual discretely presented component units, which are 
separately issued and audited, may be obtained at the following addresses: 


Montana Board of Housing Montana State Fund 

301 South Park, Room 240 ok a le 

PO Box 200528 Ox 

Helena, MT 59620-0528 Helene, Nin Saati ato’ 

Facility Finance Authority Universities and Colleges 

2401 Colonial Drive, 3 Floor Commissioner of Higher Education 
PO Box 200506 560 North Park Ave, 4th Floor 
Helena, MT 59620-0506 PO Box 203201 


Helena, MT 59620-3201 


Montana Board of Housing (MBOH) — MBOH, which is a legally separate entity, is governed by a quasi- 
judicial board appointed by the Governor with the advice and consent of the Senate. The State of 


Montana has the ability to modify or approve: the budget, the rate or fee changes affecting revenues, and 
the ability to appoint, hire, reassign, or dismiss those responsible for the day-to-day operations of MBOH. 
The board was created in 1975 to facilitate the availability of safe and affordable housing to persons and 
families of lower-income. MBOH issues negotiable notes and bonds to fulfill its purposes. The total 
amount of notes and bonds outstanding at any time may not exceed $1.5 billion. The discount price of 
bonds sold, not the face amount of the bonds, counts against this statutory ceiling. Neither the faith and 
credit nor taxing power of the State of Montana may be pledged for the amounts so issued. MBOH is 
attached to the Department of Commerce for administrative purposes only. MBOH is audited annually by 
the State’s Legislative Audit Division. 


Facility Finance Authority (FFA) — FFA, which is a legally separate entity, is governed by a quasi-judicial 
board appointed by the Governor with the advice and consent of the Senate. The State of Montana has 
the ability to modify or approve: the budget, the rate or fee changes affecting revenues, and the ability to 
appoint, hire, reassign, or dismiss those responsible for the day-to-day operations of FFA. FFA assists 


eligible, nonprofit Montana health care and other community-based service providers to obtain and 
maintain access to the broadest range of low-cost capital financing as possible. FFA issues revenue 
bonds to fulfill its purposes. Neither the faith and credit or taxing power of the State of Montana may be 
pledged for the amounts so issued. FFA is attached to the Department of Commerce for administrative 
purposes only. Individual financial reports are issued every two years and are audited by the State’s 
Legislative Audit Division. 


Montana State Fund (MSF) — MSF is a nonprofit, independent public corporation established under Title 
39, Chapter 71 of the Montana Code Annotated (MCA). MSF provides Montana employers with an option 
for workers’ compensation and occupational disease insurance and guarantees available coverage for all 
employers in Montana. MSF is governed by a seven-member Board of Directors appointed by the 
Governor with the advice and consent of the Senate. This Board has full power, authority, and jurisdiction 
in the administration of MSF. MSF's results are included in the State's Annual Comprehensive Financial 
Report because of the significance of MSF's financial relationship with the State. MSF's board is allocated 
to the Department of Administration for administrative purposes only. MSF is reported on a calendar year 
basis and is audited annually by the State’s Legislative Audit Division and is also regulated by the 
Montana State Auditor's Office as an authorized insurer that is subject to the provisions of Title 33, 
Montana Insurance Code. 


MSF functions as an autonomous insurance entity supported solely from its own revenues. All assets, 
debts, and obligations of MSF are separate and distinct from assets, debts, and obligations of the State of 
Montana. If MSF is dissolved by an act of law, the assets held by MSF are subject to the disposition 
provided by the Legislature enacting the dissolution with due regard given to obligations incurred and 
existing (Section 39-71-2322, MCA). 


MSF handles the administration of the claims of Montana State Fund and State of Montana (Old Fund), 
including determining who a claimant is; what, if any, claims will be paid; and the amount of claims 
allowed to be paid. Old Fund covers workers’ compensation claims that were incurred before July 1, 
1990, and is reported within the governmental activities of the primary government, on the government- 
wide financial statements. 


Universities and Colleges — The Montana Constitution, Article X, Section 9, grants governance authority 
over the Montana University System (MUS) to the Board of Regents (Board), with seven members 
appointed by the Governor and confirmed by the Senate. All state funds appropriated by the Legislature 
to the Board for the support of the MUS are channeled through the Office of the Commissioner of Higher 
Education (OCHE). The Constitution charges the Board with hiring a Commissioner of Higher Education 
who serves as its executive staff. OCHE is the state-level administrative organization of the MUS. 


The Board has responsibility for the following institutions: Montana State University - Bozeman and the 
units under it including Montana State University - Billings, Montana State University - Northern, and 
Great Falls College Montana State University; and University of Montana - Missoula and the units under it 
including Montana Technological University, University of Montana - Western, and Helena College 
University of Montana. All units are funded through state appropriations, tuition, federal grants, and 
private donations and grants. The universities are audited annually by the State’s Legislative Audit 
Division. 


Though the following organizations perform functions related to the MUS, they are not considered part of 
Montana's reporting entity: (1) Community Colleges which are considered part of local units of 
government; (2) the Montana Higher Education Student Assistance Corporation, a private nonprofit 
corporation; and (3) the Student Assistance Foundation of Montana, a private nonprofit corporation. 
Entities such as local school districts and local authorities of various kinds are considered part of local 
units of government and have not been included. The state and federal support of local public education 
systems is reported in the General Fund, the State Special Revenue Fund, and the Federal Special 
Revenue Fund. 
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Fiduciary Fund Component Units 
Complete financial statements for each of the individual fiduciary fund component units may be obtained 
at the following addresses: 


Teachers’ Retirement System Public Employees’ Retirement Board 
100 North Park Avenue, Suite 110 100 North Park Avenue, Suite 200 
PO Box 200139 PO Box 200131 

Helena, MT 59620-0139 Helena, MT 59620-0131 


Teachers’ Retirement System (Pension Trust Fund) — This retirement plan is a legally separate entity with 
a board appointed by the Governor. Its purpose is to provide retirement, disability, death, and lump-sum 
payments to benefit recipients of Montana's public teaching profession. The plan is funded from employer 
and employee contributions, investment earnings, and the State’s General Fund. The benefit payments 
and administrative costs of the Teachers’ Retirement System are paid from the same funding sources. 
The system is audited annually by the State’s Legislative Audit Division. Further detail related to the 
Teachers’ Retirement System is provided in Note 6. 


Public Employees’ Retirement Board (Pension and Other Employee Benefit Trust Funds) — The Public 
Employees’ Retirement Board (PERB) is appointed by the Governor and administers ten separate plans 
for the purpose of providing retirement, disability, death, and lump-sum payments to plan members. 
These legally separate plans include the Public Employees’ Retirement Plan — Defined Benefit and 
Defined Contribution and the associated education funds; the Judges’; the Highway Patrol Officers’; the 
Sheriffs’; the Game Wardens’ and Peace Officers’; the Municipal Police Officers’; the Firefighters’ Unified 
Retirement Systems; the Volunteer Firefighters’ Compensation Act; and the State of Montana Deferred 
Compensation Program (457(b) Plan) retirement plans. The board also administers an Other Post 
Employment Benefit (OPEB) disability plan on behalf of Public Employees’ Retirement Plan-Defined 
Contribution members. The board is audited annually by the State’s Legislative Audit Division. Further 
detail related to the PERB is provided in Note 6 and its OPEB plan information in Note 7. 


B. Government-wide and Fund Financial Statements 


The government-wide financial statements, Statement of Net Position and Statement of Activities, report 
information on all of the non-fiduciary activities of the State of Montana and its component units. For the 
most part, the impact of interfund activity has been removed from these statements. Governmental 
activities, which are normally supported by fees, taxes, and intergovernmental revenues, are reported 
separately from business-type activities, which rely to a significant extent on fees and charges for support. 
Likewise, the State of Montana is reported separately from certain legally separate component units for 
which the State is financially accountable. 


The Statement of Activities demonstrates the degree to which program revenues offset the direct 
expenses of a function. Direct expenses are those that are clearly identifiable with a specific function. 
Certain indirect costs are included in the program expense reported for the individual functions and 
activities. Program revenues include (1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services, or privileges provided by a given function; and (2) grants and 
contributions restricted to meeting the operational or capital requirements of a particular function. Taxes 
and other revenues not meeting the definition of program revenues are reported as general revenues. 
The State does not allocate indirect expenses to functions in the Statement of Activities. 


Separate fund financial statements are provided for governmental, proprietary, and fiduciary funds. Major 
individual governmental and enterprise funds are reported as separate columns in the fund financial 
statements. Fiduciary fund statements are reported only in the fund financial statements. 


C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 


Government-wide, Proprietary, and Fiduciary Fund Financial Statements 

The government-wide, proprietary fund, and fiduciary fund financial statements are reported using the 
economic resources measurement focus and the accrual basis of accounting. Revenues are reported 
when earned; expenses are recorded when a liability is incurred regardless of the timing of the related 
cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and 
similar items are recognized as revenues as soon as all of the eligibility requirements imposed by the 
provider are met. 


As a general rule, material interfund revenues and expenses have been eliminated from the government- 
wide financial statements. These have not been eliminated where their elimination would distort the direct 
costs and program revenues of the functions involved. 


Governmental Fund Financial Statements 

Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting. Revenues are recognized when they are realizable, 
measurable, earned, and available. Revenue is considered realizable when it is probable the amount will 
be collected. Revenue is considered measurable and realizable if the precise amount is known because 
the transaction is completed, or if there is enough information to provide a reasonable estimate of the net 
realizable revenue to be received. Revenue is considered to have been earned when the exchange of 
goods or services has taken place. Revenue is considered to be available if it is collectible within the 
current period or soon enough thereafter, to pay liabilities of the current period. For this purpose, the State 
considers revenue available if it is expected to be collected within 60 days of the end of the current fiscal 
period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting. 
However, debt service expenditures as well as expenditures relating to compensated absences, claims, 
and judgments are recorded only when payment is due. 


The major revenue sources considered susceptible to accrual are licenses and permits, natural resource 
taxes, individual income taxes, corporate income taxes, property taxes, fuel taxes, and certain federal 
revenues (reimbursable grants and U.S. mineral royalties). All other revenue is considered to be 
measurable and available when the cash is received. 


Fund Financial Statements 

The State uses funds to report on its financial position and the results of its operations. A fund is a 
separate accounting entity with a self-balancing set of accounts. Fund accounting is designed to 
demonstrate legal compliance and to aid financial management by segregating transactions related to 
certain government functions or activities. 


The financial activities of the State of Montana are classified into fund categories as described below: 


Governmental Funds 
General Fund — To account for all governmental financial resources, except those required to be 
accounted for in another fund. 


Special Revenue Funds — To account for the proceeds of specific revenue sources restricted to 
expenditure for specified purposes other than major capital projects. (1) The State Special Revenue Fund 
accounts for activities funded from state resources used to account for and report the proceeds of specific 
revenue sources that are restricted or committed to expenditure for specified purposes other than debt 
service or capital projects. Several funds are defined in statute as Permanent Funds, however per GASB 
Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions (GASB 54), these 
funds should be reported within the State Special Revenue Fund. The respective effect on fund balance is 
approximately a $96.0 million increase. One specific fund is defined in statute as a Federal Special 
Revenue Fund; however, per GASB 54, this fund should be reported within the State Special Revenue 
Fund. The respective effect on fund balance is approximately a $27.7 million increase. (2) The Federal 
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Special Revenue Fund accounts for activities funded from federal sources used in the operation of state 
government. 


Debt Service Funds — To account for resources accumulated for payment of principal and interest on 
general long-term obligation debt. 


Capital Projects Funds — To account for resources used for the acquisition or construction of major capital 
facilities, other than those financed by proprietary or trust funds. 


Permanent Funds — To account for resources that are permanently restricted to the extent that only 
earnings, not principal, may be used to support the government’s programs. Several funds are defined in 
statute as Permanent Funds, however per GASB 54 these funds should be reported within the State 
Special Revenue Fund as noted above. 


Proprietary Funds 

Enterprise Funds — To account for operations: (1) financed and operated similar to private business 
enterprises, where the intent of the Legislature is to finance or recover costs primarily through user 
charges; (2) where the Legislature has decided periodic determination of revenue earned, expenses 
incurred, or net income is appropriate; (3) where the activity is financed solely by a pledge of the net 
revenues from fees and charges of the activity; or (4) when laws or regulations require that the activities’ 
costs of providing services, including capital costs, be recovered with fees and charges rather than with 
taxes or similar revenues. The primary focus of fee revenues charged by enterprise funds is users outside 
of the primary government. One specific fund is defined in statute as an Enterprise Fund, however, per 
GASB 34, this fund should be reported within Internal Service Funds. The respective effect on net position 
is approximately a $5.9 million increase. 


Internal Service Funds — To account for the financing of goods and services provided by one department 
or agency to other departments, agencies, or other governmental entities on a cost-reimbursement basis. 


The State of Montana reports two employee group benefits funds. The MUS Group Insurance Fund 
primarily charges its fees to Montana State University and the University of Montana. The universities are 
reported as discretely presented component units, which the State considers to be external users, and as 
such, reports the MUS Group Insurance Fund as an enterprise fund. The Employee Group Benefits Fund 
charges its fees to funds of the primary government, and as such, is reported as an internal service fund. 


Fiduciary Funds 

Fiduciary Funds are used to account for assets held by the State in a trustee capacity or as an agent for 
individuals, private organizations, or other governments. These assets cannot be used to support the 
government's own programs. 


Pension (and Other Employee Benefit) Trust Funds — To account for resources that are required to be 
held in trust for the members and beneficiaries of the State’s defined benefit plans, defined contribution 
plans, other retirement plans, and other post-employment benefit plan. Plan members receive retirement, 
disability, death, and lump-sum payments from the fund. Further detail related to the individual plans is 
provided in Note 6 and Note 7. 


Private-Purpose Trust Funds —To account for assets held by the State in a trustee capacity, where both 
the principal and earnings benefit individuals, private organizations, or other governments. For example, 
unliquidated security bonds held on deposit from self-insured employers. 


Investment Trust Fund — To account for the receipt of monies and the distribution of related investment 
earnings to local government agencies by the Montana Board of Investments for investment in the Short 
Term Investment Pool (STIP) and Trust Fund Investment Pool (TFIP). 
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Custodial Funds — To account for transactions related to assets held by the State as an agent for 
individuals, private organizations, and other governments. For example, monies belonging to one parent 
submitted by another, as is the case with child support payments. 
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Major Governmental Funds 
The General Fund is the State’s primary operating fund, as previously defined. 


The State Special Revenue Fund accounts for activities funded from state sources, which are restricted 
either legally or administratively for particular costs of an agency, program, or function. 


The Federal Special Revenue Fund accounts for activities funded from federal sources used in the 
operation of state government. 


The Coal Severance Tax Fund, created by Article IX, Section 5 of the Montana State Constitution, 
receives 50% of all coal tax collections. The principal in this fund can be expended only upon an 
affirmative vote of three-fourths of each house of the Legislature. 


The Land Grant Permanent Fund accounts for lands granted to the State for support of public schools 
and state institutions. 


Major Enterprise Funds 

The Unemployment Insurance Fund accounts for employer contributions deposited with the Secretary of 
the Treasury of the United States to the credit of the State’s unemployment trust fund. Unemployment 
benefits are paid from this fund to eligible recipients. For fiscal year 2021, federal contributions were also 
made to this fund due to increased claims related to the statewide unemployment impact of COVID-19. 


The Board of Investments (BOI) Municipal Finance Programs Fund accounts for the programs created 
under the Municipal Finance Consolidation Act (MFCA) and the Economic Development Act. Primarily, 
this involves a MFCA revolving loan program that provides variable low interest rate loans to eligible 
Montana State agencies, universities, and local governments for a variety of projects statutorily defined. 
The funding for the revolving loan program is from the issuance of put bonds. The MFCA program also 
provides local government entities access to tax-exempt funds through the issuance of conduit (no- 
commitment) debt. In previous years this activity was referred to as the Economic Development Bonds 
Fund. Separately issued financial statements may be obtained by contacting the Montana Board of 
Investments, 2401 Colonial Drive, 3rd Floor, PO Box 200126, Helena, MT 59620-0126. 


D. Proprietary Activity Accounting and Financial Reporting 


Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating 
revenues generally result from providing services and delivering goods in connection with a proprietary 
fund’s principal ongoing operations. Operating expenses for enterprise and internal service funds include 
the cost of sales and services, administrative expenses, and depreciation on capital assets. All revenues 
and expenses not meeting these definitions are reported as non-operating. 


E. Cash/Cash Equivalents 


For all funds, cash and cash equivalents consist of amounts deposited in the State Treasurer’s pooled 
cash account, cash deposits in checking accounts, cash invested in the Short Term Investment Pool 
(STIP), cash held by trustees, undeposited cash held by individual state agencies, and investments 
categorized as cash equivalents, which are short-term, highly liquid investments with original maturities of 
three months or less. Further detail related to cash and cash equivalents is provided in Note 3. 


F. Receivables 


This classification, net of estimated uncollectibles, consists primarily of receivables for goods sold and 
services provided; short-term loans and notes; interest and dividends; taxes due within 60 days of fiscal 
year-end; and income, withholding, and inheritance taxes that are past due. An allowance for uncollectible 
taxes is provided based upon historical analysis. Further detail related to receivables is provided in Note 
4. 


G. Inventories 


Inventories of materials and supplies are reported at cost. The State allows agencies to use any generally 
accepted inventory pricing method but specifies the first-in, first-out method generally to be appropriate 
for most agencies. Governmental funds use the "purchase method," meaning inventory purchases are 
recorded as expenditures. At fiscal year-end, inventory balances are shown as nonspendable, indicating 
they do not constitute available expendable resources. Proprietary and fiduciary funds report using the 
"consumption method," meaning inventories are expensed as used. 


H. Equity in Pooled Investments 


To account for equity in pooled investments, BOI uses one internal investment pool and one external 
investment pool. The internal investment pool is the Consolidated Asset Pension Pool (CAPP). The 
State's nine defined benefit pension trust funds are the only participants in CAPP. The external investment 
pool is the Trust Funds Investment Pool (TFIP). State agencies and qualifying local governments can 
participate in TFIP. Current State agency TFIP participation is within the enterprise funds, internal service 
funds, permanent funds, investment trust funds, Montana University System Units, and specific accounts 
established within the State and Federal Special Revenue Funds. The participant investments in the 
pools are reported at fair value in the assets within the individual funds. Further detail related to cash and 
cash equivalents and investments is provided in Note 3. 


l. Investments 


For agencies whose investment needs are not met by BOI’s established investment pools, BOI provides 
separate investments, which are combined and reported as Separately Managed Accounts (SMA). SMA 
participants have direct fixed income, equity, and Montana mortgage and loan investments. SMA 
investments are reported at fair value. Certain securities including asset-backed securities, variable-rate 
instruments, zero-coupon bonds, preferred stocks, and mortgage-backed securities are purchased for 
portfolio diversification and a competitive rate of return. Other State agencies, on a limited basis by 
statute, may administer other long-term investments. Most investments are reported at fair value on the 
Statement of Net Position. Further detail related to investments is provided in Note 3. 


J. Capital Assets 


Capital asset valuation is based on actual historical cost or, in the case of donations, acquisition value. 
General government infrastructure capital assets are capitalized and reported on the government-wide 
financial statements. Infrastructure assets of proprietary funds are capitalized on the fund financial 
statements. Interest incurred during the construction of capital assets for proprietary funds is capitalized. 
Interest incurred during the construction of capital assets for higher education component units is 
expensed. The State has chosen to use the depreciation approach for infrastructure assets. The State is 
reporting accumulated depreciation on the Statement of Net Position and depreciation expense on the 
Statement of Activities for these assets. Further detail related to capital assets is provided in Note 5. 


Capital assets in proprietary, private-purpose trust, and pension trust funds are accounted for within their 
respective funds and are depreciated or amortized on their fund financial statements. Capital assets in 
governmental funds are accounted for in the governmental activities of the government-wide financial 
statements, as is the associated depreciation and amortization. Depreciation is on a straight-line basis 
with estimated useful lives of 25 to 60 years for buildings, 10 to 50 years for infrastructure, 7 to 20 years 
for building improvements, and 3 to 10 years for equipment. State agencies are also required to extend or 
shorten the useful lives of capital assets to reflect their actual experience or industry standards when 
appropriate. Amortization is on a straight-line basis with estimated useful lives of 4 years for software 
(internally and externally generated), 30 years for land use rights, and 20 years for other intangibles. 


The capitalization limit for buildings and building/land improvements is $25.0 thousand. The capitalization 
threshold for infrastructure and internally-generated software is $500.0 thousand. The capitalization 
threshold for intangible assets is $100.0 thousand. The capitalization limit for other capital assets is $5.0 
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thousand. Agencies are allowed to capitalize additions to collections and land acquisitions at any cost. 
Purchases under these thresholds are recorded as expenditures/expenses in the current period. 


K. Deferred Outflows, Deferred Inflows, and Unearned Revenue 


A deferred outflow of resources is a consumption of net assets by the government that is applicable to a 
future reporting period. A deferred inflow of resources is an acquisition of net assets by the government 
that is applicable to a future reporting period. Deferred outflows and inflows of resources may include 
financial transactions related to refunding debt, non-exchange transactions, derivative investments, and 
OPEB, and pension related components; and are reported on the government-wide, proprietary fund, and 
fiduciary fund financial statements. Additionally, deferred inflows of resources may include financial 
transactions related to unavailable revenue on the governmental fund financial statements. Unavailable 
revenue is reported when assets are recognized, but those assets are not considered available to pay 
liabilities of the current period. Unearned revenue, which is neither a deferred outflow of resources nor a 
deferred inflow of resources; is recognized as a liability on government-wide, governmental, and 
proprietary fund financial statements. Further detail related to deferred outflows of resources and deferred 
inflows of resources is provided in Note 4. 


L. Long-term Obligations 


Long-term obligations expected to be financed from governmental funds are reported on the government- 
wide financial statements. Long-term debt is recognized as a liability of a governmental fund when due, or 
when resources have been accumulated in the debt service fund for payment early in the following year. 
For other long-term obligations, only that portion expected to be financed from current expendable 
available financial resources is reported as a fund liability of a governmental fund on the fund financial 
statements. The remaining portion of such obligations is reported on the government-wide financial 
statements. Long-term liabilities expected to be financed from proprietary and fiduciary fund operations 
are accounted for in those funds. Further detail related to leases/installment purchases payable and long- 
term liabilities is provided in Note 10 and Note 11, respectively. 


M. Capital Leases 


A capital lease is a lease that transfers benefits and risks of ownership to the lessee. At the inception of a 
capital lease, on the government-wide, proprietary fund, and fiduciary fund financial statements, a capital 
asset and a capital lease liability are recorded at the present value of the future minimum lease payments. 
On the governmental fund financial statements no asset or liability is recorded related to assets under 
capital leases. Governmental funds record capital outlay expenditures and other financing sources 
(inception of lease/installment contract), at the inception of a capital lease, at net present value of the 
minimum lease payments. Further detail related to capital leases is provided in Note 10. 


N. Bond Discounts/Premiums/Issuance Costs 


Bond premiums and discounts, as well as issuance costs, are recognized in the period they are incurred. 
Bond proceeds and bond premiums are reported as an other financing sources, and bond discounts are 
reported as an other financing use. Issuance costs are reported as debt service expenditures whether or 
not they are withheld from the bond proceeds. Bonds payable are recorded net of any applicable premium 
or discount. Further detail related to long-term debt is provided in Note 11. 


O. Compensated Absences 


Full-time state employees earn vacation leave ranging from 15 to 24 days per year depending on the 
individual's years of service. Teachers employed by the State do not receive vacation leave. Vacation 
leave may be accumulated and carried over from one year to the next. The carryover is limited to two 
times the maximum number of days earned annually. Sick leave is earned at the rate of 12 days per year 
with no limit on accumulation. Each contribution year, an employee may contribute a maximum of 80 
hours of sick or annual leave to a nonrefundable sick leave pool. Excess annual leave that is being 
forfeited can also be contributed, with no maximum contribution. For fiscal year 2021, 1,352 sick leave 


hours, 185 annual leave hours, and 4,818 excess annual leave hours were contributed to the sick leave 
pool, and 5,608 hours were withdrawn, leaving a balance of 17,626 hours in the pool. The liability 
associated with the pool is not reported in the accompanying financial statements because these hours 
are nonrefundable to contributors, except by grants approved through an application process. 


Vested or accumulated leave for proprietary and fiduciary funds is recorded as an expense and liability of 
those funds in the fund financial statements. For governmental funds, the liability is not expected to be 
liquidated with expendable financial resources. The expenditure and liability for the governmental funds is 
reported only on the government-wide financial statements. Upon retirement or termination, an employee 
is paid for 100% of unused vacation leave and 25% of unused sick leave. Further detail related to 
compensated absences is provided in Note 11. 


P. Nonexchange Financial Guarantee 


BOI provides loan guarantees from the Coal Severance Tax Fund to the Facility Finance Authority (FFA), 
a discretely presented component unit of the State. BOI exposure to bond issues, surety bonds, and 
designated loans of the FFA totaled $100.2 million as of June 30, 2021. FFA guarantee requests are 
submitted to BOI for review and approval. BOI’s participation, either duration or any other consideration, 
to either purchase bonds or loans or to lend money for deposit into FFA’s statutorily allowed capital 
reserve account is explicitly limited by statute which requires BOI to act prudently. The guarantee 
requests from FFA pertain to bonds issued by FFA with a term of up to 40 years. BOI and FFA have 
entered into an agreement detailing repayment to BOI. BOI has not had to perform on any loan guarantee 
in the past. 


Q. Fund Balance/Net Position 


Fund Balance 

The classifications for fund balance used for governmental funds are reported in two general 
classifications, nonspendable and spendable. Nonspendable represents the portion of fund balance that 
is legally or contractually required to remain intact or is not in spendable form such as inventories, and, in 
the General Fund, long-term notes and loans receivable. Spendable fund balance is further categorized 
as restricted, committed, assigned, and unassigned. 


The restricted fund balance category includes amounts that can be spent only for the specific purposes 
stipulated by the State Constitution or external parties, such as the federal government, or through 
enabling legislation. For the purpose of determining restricted amounts, enabling legislation does not 
include commitments resulting from State legislation if these constraints can be removed or changed by a 
similar legislative action. 


The committed fund balance classification includes amounts that can be used only for the specific 
purposes determined by a formal action of the government’s highest level of decision-making authority, 
the State’s Legislature, through legislation passed into law. 


Amounts in the assigned fund balance classification are intended to be used by the government for 
specific purposes. Still they do not meet the criteria to be classified as restricted or committed. 
Assignments of fund balance are created by the executive branch. In governmental funds other than the 
General Fund, assigned fund balance also represents the remaining amount that is not restricted or 
committed. The assigned fund balance for the General Fund are encumbrances and assignments for the 
portion of current General Fund balance that is projected to be used to fund expenditures and other cash 
outflows in excess of the expected revenues and other cash inflows in fiscal years as needed. The 
projected spend down for fiscal year 2022 is $75.0 million; thus, a related assignment of fund balance is 
reported at 2021 fiscal year-end. 


Unassigned fund balance is the residual classification for the General Fund and includes all spendable 
amounts not contained in the other classifications. In other funds, the unassigned classification should be 
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used only to report a deficit balance resulting from overspending for specific purposes for which amounts 
had been restricted, committed, or assigned. 


The State generally segregates restricted, committed, and assigned resources by account (sub-fund) 
within the governmental funds other than the General Fund. When resources meeting more than one of 
these spendable classifications are commingled in an account on the State’s accounting system, the 
assumed order of spending is restricted first, committed second, and finally assigned. State statute 
requires non-General Fund money be spent first whenever possible so any related available unassigned 
balance would be spent last. 


General Fund - Fund Balance 

As of June 30, 2021, the State maintains a Budget Stabilization Reserve Fund as required by statute. For 
financial reporting purposes, this fund is combined with the General Fund as it does not meet the GASB 
54 requirements to be a special revenue fund as the Legislature prescribed. The June 30, 2021, 
committed fund balance in the General Fund of $114.2 million, represents the Budget Stabilization 
Reserve Fund balance. 


Additionally, statute provides a minimum fund balance amount as follows: Section 17-7-140, MCA, 
defines minimum ending fund balance and specifies the procedures that must be followed to make 
expenditure reductions or allow transfers from the Budget Stabilization Reserve Fund if a projected 
ending fund balance drops below minimum statutory requirements. 


If the Budget Director determines that a deficit exists, statute requires reductions that must be made to 
assure that the projected ending fund balance complies with the minimum ending fund balance of General 
Fund appropriations for the biennium. Under circumstances when a deficit of this level is projected during 
a biennium, the Governor may direct reductions from any General Fund expenditure not exempted by 
Section 17-7-140, MCA, including House Bill (HB) 2 (the State’s main appropriation bill), any other 
appropriation bills, statutory appropriations, or language appropriations. Reductions may not exceed 10% 
of General Fund appropriations for any single “program,” as defined in HB 2. If a program has more than 
one appropriation, the reduction for one or more of the appropriations may exceed 10% as long as the 
reduction for the program as a whole does not exceed 10%. 


The Legislative and Judicial branches, the Montana School for the Deaf and Blind, principal and interest 
on State debt, salaries of elected officials, and public school BASE funding are exempt, statutorily, from 
reductions. These exemptions shield approximately one-third of General Fund appropriations from 
reduction. Of the remaining expenditures, the Governor may not direct executive agencies headed by 
elected officials or the Board of Regents to reduce their expenditures by more than the average reduction 
percentage imposed upon all other executive branch agencies. 


Net Position 

In funds other than governmental, net position represents the difference between assets plus deferred 
outflows of resources and liabilities plus deferred inflows of resources. The net investment in the capital 
assets portion of net position consists of capital assets, net of accumulated depreciation, reduced by the 
outstanding balances of any borrowing used for the acquisition, construction, or improvement of those 
assets. Net position is reported as restricted when there are limitations imposed on their use either 
through constitutional provisions, enabling legislation or through external restrictions imposed by 
creditors, grantors, or laws or regulations of other governments. The government-wide Statement of Net 
Position reported restricted net position of $4.1 billion. 


Net position associated with the Unemployment Insurance Fund is classified as restricted. The majority of 
the restricted net position for other purposes business-type activities amounting to $119.8 million is made 
up of $97.4 million from MUS Group Insurance Fund and $12.9 million from MUS Workers Compensation 
Fund. Certain investments of the Municipal Finance Programs Fund are also classified as restricted net 
position for other purposes as business-type activities and on the Statement of Fund Net Position for 
proprietary funds because applicable bond indenture agreements limit their use. 


R. Property and Income Taxes 


Real property taxes are normally levied in October and are usually payable in two installments on 
November 30 and May 31. These taxes attach as an enforceable lien immediately if not paid when due. 


Personal property tax levies are set each August, and notices are normally mailed the following March or 
April. Half of mobile home taxes are due in 30 days and the remaining half on September 30. Taxes on all 
other types of personal property are to be paid in full 30 days after receipt of the notice. Property tax 
payments are recognized as deferred inflows of resources if received prior to levy or availability. 


Personal property taxes attach as an enforceable lien immediately if not paid when due. Each of 
Montana's 56 counties collect property taxes. The counties then remit the State's portion to the State 
Treasury. The majority of these taxes help fund public school systems and higher education. 


Calendar year 2020 State income tax filing deadline, normally April 15th of the subsequent year, was 
delayed to May 17, 2021, due to COVID-19 pandemic. The State has determined that extending the 
income tax filing deadline did not have a material adverse effect on the State's liquidity for fiscal year 
2021, nor will it in fiscal year 2022. 


S. Other Taxes 


On the Statement of Activities, the revenue category “Other Taxes” consists of the following taxes (in 
thousands): 


Other 
State Special Governmental Business-Type 


General Fund Revenue Funds Funds Total 
Accommodations $ 23,454 $ 33,175 $ 6,254 $ 5 $ 62,888 
Agriculture _— 11,734 — _— 11,734 
Car rental 3,624 1,208 — — 4,832 
Cigarette/tobacco/etc. 33,477 49,031 1,604 _— 84,112 
Contractors gross receipts 3,897 — — _— 3,897 
Energy tax 6,350 _— _— — 6,350 
Fire protection _— 4,628 _— _— 4,628 
Insurance premium 87,263 50,240 — — 137,503 
Light vehicle registration _— 6,310 — _ 6,310 
Liquor tax 5,996 2,419 _— 38,136 46,551 
Livestock — 5,316 _ _ 5,316 
Other taxes 164 1,102 _— _— 1,266 
Public service commission _ 5,356 _ — 5,356 
Railroad car companies 5,194 _— _ _— 5,194 
Telephone license 8,888 _ — — 8,888 
Video gaming 74,917 2 _— _— 74,919 
Total other taxes $ 253,224 $ 170,521 $ 7,858 $ 38,141 $ 469,744 


T. Tax Abatement 


In the Montana Board of Investment’s (BOI) Commercial Loan Program within the SMA, by statute, the 
infrastructure loan program is funded by an $80.0 million allocation. Eligible local governments request a 
loan for constructing or purchasing infrastructure to be used by a basic sector business. The basic sector 
business will pay a user fee to the local government that is pledged to BOI for the loan repayment. BOI 
reviews each loan, and only upon verification that the entities meet the loan requirements is the loan 
approved by BOI. The local government entity must pass a resolution authorizing the acceptance of the 
commitment agreement. BOI indemnifies the local government regarding repayment of the loan. 
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The basic sector business must create at least 15 full-time basic sector jobs to be eligible for the program. 
The maximum loan size is $16.7 thousand times the number of full-time jobs created and the minimum 
loan size is $250.0 thousand. The maximum loan term is 25 years. There is also up to a 2.5% interest rate 
reduction for job creation. The reduction will be reflected in the user fee rate charged to the basic sector 
business upon BOI review and approval. The basic sector business must create the required jobs within 
four years of the agreement. If the basic sector business does not create the required jobs within the four- 
year period, then the basic sector business must pay down the loan balance of the local government 
entity until the loan balance matches the eligible amount per the jobs created. BOI may increase the 
interest rate commensurate with the number of jobs eliminated if the borrower eliminates 10 or more 
qualifying jobs. The basic sector business must annually provide payroll documentation to BOI. 


Pursuant to statute, a business that is created or expanded as the result of an Infrastructure Loan is 
entitled to a credit against either their State individual income taxes or corporate income taxes for the 
portion of the fees attributable to the use of the infrastructure. The total amount of tax credit claimed may 
not exceed the amount of the loan. The credit may be carried forward for seven years or carried back for 
three years. 


During the fiscal year ended June 30, 2021, basic sector business entities made total user fee payments 
of $1.8 million, representing $1.3 million of principal and $0.5 million in interest. During the fiscal year 
ended June 30, 2021, a total of $5.3 million was claimed as a credit against State individual and 
corporation tax. The following table details the fiscal year 2021 credit claimed by tax type and the tax year 
it was applied against (in thousands): 


Infrastructure Credit Claimed 


Tax Year Tax Year 
2020 2019 Total 
Corporate income tax $ — $ 265 $ 265 
Individual income tax 34 4,965 4,999 
Total amount claimed $ 34 $ 5,230 $ 5,264 


U. Irrevocable Split Interest Agreements 


Irrevocable split-interest agreements are used by donors to provide resources to two or more 
beneficiaries, including governments. These agreements can be created through trusts or other legally 
enforceable agreements with characteristics that are equivalent to irrevocable split-interest agreements. 
The University of Montana campuses have three irrevocable split interest agreements during the fiscal 
year ended June 30, 2021. Further detail related to these agreements is provided in Note 3. 


NOTE 2. OTHER ACCOUNTING CHANGES 
A. New Accounting Guidance Implemented 


For the year ended June 30, 2021, the State of Montana early implemented the provisions of GASB 
Statement No. 98, The Annual Comprehensive Financial Report (GASB 98). This Statement establishes 
the term annual comprehensive financial report and its acronym ACFR. That new term and acronym 
replace instances of comprehensive annual financial report and its acronym in generally accepted 
accounting principles for state and local governments. 


For the year ended June 30, 2021, the State of Montana implemented the provisions of GASB Statement 
No. 92, Omnibus 2020 (GASB 92). The objectives of this Statement are to enhance comparability in 
accounting and financial reporting and to improve the consistency of authoritative literature by addressing 
practice issues that have been identified during implementation and application of certain GASB 
Statements. This Statement addresses a variety of topics of which the following have implications for the 
State of Montana: (1) Under GASB 10, amounts recoverable from reinsurances for paid claims were 
required to be accounted for as assets and expense reductions. Under GASB 92, paid claims and claim 
adjustments expenses may be reported as reductions of expenses but are not required to be. (2) The 
terms derivative and derivatives in National Council on Governmental Accounting and GASB 
pronouncements should be replaced with derivative instrument and derivative instruments, respectively. 


For the calendar year ended December 31, 2020, Montana State Fund (MSF), a discretely presented 
component unit of the State, early implemented the provisions of GASB Statement No. 87, Leases. 
Accordingly, for all of its long-term leases, MSF will no longer be reporting leases as an operating lease 
and has created an intangible right-to-use lease asset and lease liability. The assets are amortized over 
the term of the lease, while the liabilities are reduced as scheduled lease payments are made. The State 
did not early implement GASB 87 for the year ended June 30, 2021. 


B. Adjustments to Beginning Net Position 


Prior period adjustments reported in the accompanying financial statements relate to corrections of errors 
from prior periods. The most significant of these adjustments affected the governmental activities and 
related to long-term liability and natural resource expenditure understatement in the amount of $61.0 
million. 
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NOTE 3. CASH/CASH EQUIVALENTS AND INVESTMENTS 


This note details the following asset classifications (in thousands): 


Cash/cash equivalents $ 6,678,033 
Equity in pooled investments $ 17,142,801 
Investments $ 3,865,333 


Carrying amounts for the bank balance for cash deposits and fair values for the State's cash equivalents 
and investments are presented in Tables 1 through 4. 


A. General 


Outside of statutory requirements, the State does not maintain a statewide risk policy for cash/cash 
equivalents or investments held outside of the Montana Board of Investments (BOI). The investment risk 
policy for State cash/cash equivalents and investments including the BOI Municipal Finance Programs 
Fund deposits and investments managed by BOI, have been detailed below. 


(1) BOI was created by the Legislature to manage the Unified Investment Program (UIP) established by 
the State Constitution. The UIP is comprised of involuntary participating state funds, including pensions, 
trusts, insurance, operating funds, and by statute voluntarily participating local government funds. BOI 
manages the UIP pursuant to the “Prudent Expert Principle” mandated by State law, which requires an 
investment manager to: 


1. discharge the duties with the care, skill, prudence, and diligence, under the circumstances then 
prevailing, that a prudent person acting in a like capacity with the same resources and familiar 
with like matters exercises in the conduct of an enterprise of a like character with like aims; 

2. diversify the holdings of each fund within the UIP to minimize the risk of loss and to maximize the 
rate of return unless, under the circumstances, it is clearly prudent not to do so; and 

3. discharge the duties solely in the interest of and for the benefit of the funds forming the UIP. 


BOI is not registered with the U.S. Securities and Exchange Commission as an investment company. 
BOl’s investment program is governed by Investment Policy Statements (IPS) approved by BOI. 


State agencies and local government entities may participate in one or more pools. By investing in pools, 
participants are provided broad diversification. State agencies may also have direct fixed income, equity, 
or loan investments. These investments are combined and reported as Separately Managed Accounts 
(SMA). Currently, only the nine retirement funds that participate in the Consolidated Asset Pension Pool 
(CAPP), the Defined Contribution Disability Plan, and the Montana State Fund (MSF) may invest in public 
corporate capital stock. Neither State law nor the State Constitution place restrictions on retirement fund 
investments. BOI approves a separate IPS for each pool and SMA participant, which provides BOI staff 
with a broad strategic framework under which the investments are managed. The IPS’s also reflect BOI 
approved asset allocation ranges. 


By statute, local government entities can voluntarily invest in the Short Term Investment Pool (STIP). By 
statute, with a qualifying event, local government entities may also voluntarily invest in the Trust Funds 
Investment Pool (TFIP). 


Separately issued investment pool financial statements may be obtained by contacting: 


Montana Board of Investments 
2401 Colonial Drive, 3rd Floor 
PO Box 200126 

Helena, MT 59620-0126 


BOl’s separately issued UIP financial statements include the activity for MSF within SMA on a June 30, 
2021, basis. MSF, a discretely presented component of the State, by statute, prepares separately issued 
financial statements on a calendar year-end basis. Due to the difference in reporting periods, there will be 
a variance between the note disclosures and the financial statements for cash/cash equivalents and 
investments. 


(a) Cash and cash equivalents consist of funds deposited by individual funds in the State Treasurer’s 
pooled cash account, cash deposits in checking accounts, cash invested in STIP, cash held by trustees, 
undeposited cash held by individual state agencies, and investments categorized as cash equivalents. 


Cash deposited with the State Treasurer’s pooled cash account is invested by BOI in short-term securities 
and other investments. Because these funds are immediately available to the individual funds, their 
investment in the pooled cash account is reported as a cash equivalent. BOI also manages STIP, which 
provides individual State agencies and local governments an opportunity to invest excess cash in a pool 
that is managed to preserve principal while providing 24-hour liquidity. Because these pooled funds are 
invested in short-term, highly liquid investments, the individual fund investments in the STIP are reported 
as acash equivalent. 


(b) Investment securities are reported by investment portfolio and type in Table 2 — Cash Equivalents, 
Table 3 —Equity in Pooled Investments, and Table 4 — Investments. Unrealized gains and losses are 
included as a component of investment income. Unrealized gains and losses are computed based on 
changes in the fair value of investments held from the beginning of the year, but unsold at the fiscal year- 
end. The net change in fair value of investments also consists of the realized gains or losses. Interest 
income is recognized when earned. Dividend income is recorded on the ex-dividend date. 


Investments reported at fair value are on a trade date basis. Quoted market prices, when available, have 
been used to value investments. The fair values for securities that have no quoted market price represent 
estimated fair value. Alternative investment securities are valued using the most recent estimates of fair 
value from the investment managers. Fair value measurements are reviewed monthly, and third-party 
valuations are reviewed for reasonableness and compliance with approved price source authorization 
policy. BOI categorizes its fair value measurements within the fair value hierarchy established by 
generally accepted accounting principles as follows: 


Level 1 — Quoted prices for identical assets or liabilities in active markets. 

Level 2 — Prices determined using inputs, other than quoted prices included within Level 1, that are 
observable for an asset or liability, either directly or indirectly. These inputs can include quoted prices for 
similar assets or liabilities in active or inactive markets, or market-corroborated inputs. 

Level 3 — Prices are determined using unobservable inputs, which generally results in BOI using the best 
information available and may include BOI’s own data. 


(c) Security Lending - BOI is authorized by law to lend its securities and has contracted with the 
custodial bank, to lend BOl’s securities to broker-dealers and other entities with a simultaneous 
agreement to return the collateral for the same securities in the future. The custodial bank is required to 
maintain collateral equal to 102% of the fair value of domestic securities and 105% of the fair value of 
international securities while the securities are on loan. On any day, including June 30th, the markets may 
move in a positive or negative direction resulting in under or over collateralization. The custodial bank 
compensates for market movement by recalculating on the following business day to meet the 
collateralization requirements. BOI and the custodial bank split the earnings 80% and 20% respectively, 
on securities lending activities. BOI retains all rights and risks of ownership during the loan period. The 
custodial bank indemnifies BOI’s credit risk exposure to the borrowers. 


During fiscal year 2021, the custodial bank loaned BOl’s public securities and received as collateral 
either: U.S. dollar cash; U.S. government and government sponsored agency securities; U.S. corporate 
debt securities and structured securities rated AA- or Aa3 or higher; sovereign debt securities of the 
Group of Ten nations; and debt securities issued by certain supranational agencies. The custodial bank 
does not have the ability to sell collateral securities unless the borrower defaults. 
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BOI imposed no restrictions on the amount of securities available to lend during fiscal year 2021. 
However, STIP assets are currently not available for securities lending. There were no failures by any 
borrowers to return loaned securities or pay distributions thereon during the period that resulted in a 
declaration and notice of default of the borrower. There were no losses during fiscal year 2021 resulting 
from a borrower default. As of June 30, 2021, no securities were recalled and not yet returned. 


The cash collateral received for each loan was invested, together with the cash collateral of other 
qualified plan lenders, in an investment fund, the Navigator Securities Lending Government Money 
Market (Navigator) portfolio. 


BOI and the borrowers maintain the right to terminate all securities lending transactions on notice. 
Because the securities lending transactions were terminable at will, their duration did not generally match 
the duration of the investments made with the cash collateral received from the borrower. The Navigator 
portfolio had an average duration of 24 days and the average weighted final maturity of 93 days. 


(d) Investment Pools and Separately Managed Accounts (SMA) are described in the following 
paragraphs. 


Consolidated Asset Pension Pool (CAPP) 

The CAPP IPS contain prescribed asset allocation ranges among the allowable asset classes and is 
subject to change as BOI adopts modifications. BOI annually affirms or revises the asset allocation 
ranges for the retirement plans. The CAPP IPS also contains investment objectives and guidelines for 
each underlying asset class, with a purpose of providing diversified exposure within the asset class in a 
prudent and cost-effective manner. 


Due to a longer-term focus, CAPP's asset classes differ from other classes that are allowable for other 
programs. CAPP's underlying asset classes are as follows: 


« Domestic Equities 

« — International Equities 

« Private Investments 

* Real Assets 

« Real Estate 

* Core Fixed Income 

« Non-Core Fixed Income 
* Cash 


The CAPP IPS is the only IPS that allows for investments that can be held in non-U.S. securities in a 
foreign currency. Per the CAPP IPS, the Core Fixed Income Asset Class and Non-Core Fixed Income 
Asset Class sections have maximum restrictions that can be held. Currency exposures may be hedged, in 
a defensive manner, at the discretion of the active managers to preserve the U.S. dollar value of 
investments made. 


As part of the asset allocation approved by BOI in November 2020, the Natural Resource PAC was 
renamed the Real Assets PAC. The Private Investments PAC holds Private Equity and Private Credit 
portfolios. The Real Assets PAC holds Commodities, Infrastructure, and Treasury Inflation Protected 
Securities (TIPS) portfolios. These changes were effective in January 2021. The changes did not have an 
impact on the underlying values of the securities within CAPP. 


Trust Funds Investment Pool (TFIP) 

The TFIP IPS provides for a 10% portfolio limit for non-core fixed income securities. TFIP invests primarily 
in investment grade, U.S. dollar denominated fixed income securities. The portfolio has high yield and 
core real estate exposure. 


Short Term Investment Pool (STIP) 

The STIP IPS limits the concentration of credit risk exposure by limiting portfolio investment types to 3.0% 
in any issuer except for U.S. Treasury and U.S. Agency securities as well as any repurchase agreements 
with a financial institution. 


STIP invests primarily in short-term, high quality, fixed income securities with a maximum maturity of 397 
days or less. Variable securities shall have a maximum maturity of 2 years. STIP shall maintain a dollar- 
weighted average portfolio maturity of 120 days or less. STIP is managed to preserve principal while 
providing 24-hour liquidity for state agency and local government participants. 


BOI maintains a reserve account that may be used to offset losses within the STIP portfolio. The STIP 
reserve for the year ending June 30, 2021, is detailed as follows: 


STIP Reserve Activity 
(in thousands) 

Beginning STIP Reserve $ 52,564 
Additions 
Investment Earnings: 

Net increase (decrease) on fair value of investments 21 

Interest income 12 

Transfer of daily STIP income 760 

Recoveries from write-offs 855 
Total investment earnings 1,648 
Total STIP Reserve activity 1,648 
Ending STIP Reserve $ 54,212 


Separately Managed Accounts (SMA) 

SMA invests primarily in investment grade, U.S. dollar denominated, fixed income securities and custodial 
bank interest bearing demand deposit account. However, one participant portfolio has exposure to core 
real estate and high yield fixed income. The SMA portfolio also includes Veteran’s Home Loan mortgages 
(VHLM) and loans funded by the Coal Severance Tax Trust Fund, as authorized by statute. 


(e) Investment Risk Disclosures are described in the following paragraphs, with more detail provided in 
later sections. 


Custodial Credit Risk (Cash and Cash Equivalents and Investments Held at Custodial Bank) 

Custodial credit risk is the risk that, in the event of the failure of the counterparty to a transaction, BOI will 
not be able to recover the value of the investment or collateral securities that are in the possession of an 
outside party. Per policy, BOI’s custodial bank must be rated at a minimum at the 6th highest investment 
grade rating by at least two Nationally Recognized Statistical Rating Organizations (NRSROs) on an 
annual basis. 


As of June 30, 2021, all the public securities as well as securities held by the separate public equity 
account managers were registered in the nominee name for BOI and held in the possession of BOI’s 
custodial bank. The equity index funds, securities held at the State’s depository bank, real estate, 
mortgage, and loan investments were purchased and recorded in BOI’s name. Commingled fund 
investments are registered in the name of BOI. Therefore, BOI is not subject to custodial credit risk. 


Concentration of Credit Risk 

Concentration of credit risk is the risk of loss attributable to the magnitude of any single investment per 
issuer name. Investments explicitly guaranteed by the U.S. government are excluded from the 
concentration of credit risk requirements. Concentration of credit risk is addressed within all IPS as set by 
BOI. 
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Credit Risk 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligation. 
Except for U.S. Government securities, the pools and SMA fixed income instruments have credit risk as 
measured by NRSRO ratings. Credit risk is contemplated for each individual portfolio in the IPS. Credit 
risk is managed by constraining portfolio purchases around investment grade NRSRO ratings as 
appropriate. The U.S. Government guarantees its securities directly or indirectly. Obligations of the U.S. 
Government or obligations explicitly guaranteed by the U.S. Government are not considered to have 
credit risk and do not require disclosure of credit risk. 


As of June 30, 2021, the CAPP's cash equivalents position held at its custodial bank, $163.1 million was 
held in unrated money market funds. 


As a matter of STIP investment policy, BOI can only purchase securities from a pre-approved “Approved 
Issuer” list. By STIP policy, permitted money market investments include only SEC registered 2a-7 
Institutional Money Market Funds that are considered “U.S. Treasury” or “U.S. Government” money 
market mutual funds according to the SEC regulations or short-term investment vehicle available through 
the custodial bank. As of June 30, 2021, all the STIP money market investments were in U.S. 
Governmental money markets and $166.0 million was held on deposit in a short-term investment vehicle 
available through the custodial bank. 


Interest Rate Risk 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment. BOI uses effective duration as a measure of interest rate risk for all fixed income portfolios. 
CAPP, TFIP, and SMA at fair value investments are categorized to disclose credit and interest rate risk for 
fixed income securities. Credit risk is disclosed using the weighted credit quality rating by investment type. 
Interest rate risk is disclosed using the weighted effective duration. NRSRO provides the credit ratings. 
According to the STIP investment policy, “The STIP portfolio will minimize interest rate risk by: 


1. structuring the investment portfolio so securities mature to meet cash requirements for ongoing 
operations thereby normally avoiding the need to sell securities on the open market prior to 
maturity; 

2. maintaining a dollar-weighted average portfolio maturity (WAM) of 120 days or less (for this 
purpose, the date to the next coupon reset date will be used for all floating or variable rate 
securities); and 

3. STIP will maintain a reserve account.” 


CAPP, TFIP, STIP, and SMA may hold fixed and variable rate securities. Interest payments on variable 
securities are based on an underlying reference rate, for example, Secured Overnight Financing Rate 
(SOFR). 


STIP investments at fair value are categorized to disclose credit risk and weighted average maturity 
(WAM). Credit risk reflects the weighted security quality rating by investment type as of the June 30 report 
date. Although the STIP investments have been rated by investment security type, STIP, as an external 
investment pool, has not been rated. STIP interest rate risk is determined using the WAM method. The 
WAM measure expresses investment time horizons (the time when investments are due or reset and 
payable in days, months, or years) weighted to reflect the dollar size of the individual investments within 
an investment type. Inclusive of cash and cash equivalents, the WAM averages 115 days for the portfolio. 
Based on their short weighted average maturity and the relative immaterial difference from their cost to 
fair value, BOI determined the cash equivalents have little discernible interest rate risk. 


Foreign Currency Risk 

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an 
investment. BOI's foreign currency exposure by denomination and investment type are reported, in U.S. 
dollars, at fair value and is limited to CAPP. 


Other Policy Considerations 

For other risk, BOI approves both the IPS and benchmark used for each portfolio. Per the CAPP IPS, the 
Core Fixed average duration will be maintained in a range within 20% of the benchmark duration. The 
Core Fixed Income PAC and Non-Core Fixed Income PAC average duration will be maintained in a range 
within 25% of the index duration. Per the TFIP IPS, the average duration will be maintained in a range 
within 20% of the benchmark duration. Interest rate risk for SMA is contemplated in each individual IPS 
and is managed by limiting the maturity of individual securities and/or matching liabilities to maturities per 
estimated cash flows. 


Fair Value of Derivative Instruments 

The UIP invests in, currency forward contracts, credit default swaps, interest rate swaps, index futures 
(long and short duration), rights and warrants which are classified as investment derivative instruments. 
The investment derivative instruments decreased in fair value for the fiscal year ended June 30, 2021, by 
$4.0 million. The derivative instruments had a fair value of $420.0 thousand as of June 30, 2021. The 
notional amount of the contracts was $52.0 million. 


Investment Derivative Instruments as of June 30, 2021 
(in thousands) 


Changes in 

Fair Value 

Included in 

Investment Notional 

Security Investment Type Classification Income Fair Value Amount 

Credit default swaps bought Investment $ 17 $ (31) $ 2,215 
Credit default swaps written Investment 283 258 10,180 
Currency Forward Contracts Investment (58) 84 39,051 
Index Futures Short Investment 64 — (2,600) 
Index Futures Long Investment 3,602 _— 3 
Receive fixed interest rate swaps Investment 10 10 3,126 
Rights Investment 15 40 1 
Warrants Investment 45 59 19 
Totals $ 3,978 $ 420 $ 51,995 


Counterparty Credit Risk - Derivative Instruments 

Counterparty credit risk is the risk that the counterparty will not fulfill its obligations. The maximum amount 
of loss to BOI in case of default of all counterparties as of June 30, 2021 was $577.0 thousand. The 
following table reflects BOI's applicable counter party credit ratings and risk concentrations. 


Risk Concentrations - Credit Default Swaps as of June 30, 2021 


Percentage of Moody's 
Counterparty Name NetExposure S&P Rating Fitch Rating Rating 
Goldman Sachs ICE 45% BBB+ A A2 
Barclays Bank PLC Wholesale 38% A At Al 
BNP Paribas SA 16% At At Aa3 


UBS LCH 1% At AA- Aa3 
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(2) The BOI Municipal Finance Programs Fund deposits and investments are restricted by the bond 
trust indentures to the following: government and agency obligations, certificates of deposits, repurchase 
agreements, and investment agreements. The bond trust indenture addresses custodial credit risk, 
concentration of credit risk, credit risk, interest rate, and credit quality risk, by detailing the permitted 
investments. BOI's STIP IPS details custodial credit risk, concentration of credit risk, and credit risk. 
Deposits and investments must be made with Montana banks or in the STIP administered by BOI. 


Custodial Credit Risk — Custodial credit risk is the risk that, in the event of the failure of the counterparty 
to a transaction, BOI will not be able to recover the value of the investment or collateral securities that are 
in the possession of an outside party. Per policy, BOI’s custodial bank must be rated at a minimum, at the 
6th largest investment grade rating by at least two Nationally Registered Statistical Ratings Organizations 
(NRSROs) and is reviewed on an annual basis. 


Cash — Custodial risk for cash is the risk that, in the event of the failure of the custodial financial 
institution, the cash or collateral securities may not be recovered from an outside party. The 
securities used as collateral are held by the Trustee in the name of BOI. 


Investments — As of June 30, 2021, the Municipal Finance Programs securities were recorded by 
the trustee in the name of BOI by specific account. 


Concentration of Credit Risk - Concentration of credit risk is the risk of loss attributed to the magnitude of 
any single investment per issuer name. The Municipal Finance Programs investments directly issued or 
explicitly guaranteed by the U.S. government and investments in mutual funds are excluded from the 
concentration of credit risk requirement. The STIP investment policy limits the concentration of credit risk 
by limiting portfolio investment types to 3.0% in any issuer with the exception of U.S. Treasury and U.S. 
Agency securities, as well as, any repurchase agreements with a financial institution. As of June 30, 2021, 
STIP concentration risk was within the policy as set by BOI. 


Credit Risk - Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its 
obligation. The Municipal Finance Programs U.S. government direct-backed securities, consisting of U.S. 
Treasury notes and bills, are guaranteed directly by the U.S. government. Obligations of the U.S. 
government or obligations explicitly guaranteed by the U.S. government are not considered to have credit 
risk and do not require disclosure of credit quality. Permitted investments, as described in the indenture, 
include, “Either (i) long term obligations of such bank, trust company or association are rated in one of the 
three highest investment category of the Standard & Poor’s Corporation or Moody’s Investor Service Inc., 
which investment category shall not be less than the prevailing rate on the bonds or (ii) the deposits are 
continuously secured as to principal, but only to the extent not insured by the Bank Insurance Fund or the 
Savings Association Insurance Fund, or any successor to either, of the Federal Deposit Insurance 
Corporation (FDIC).” 


BOl’s STIP IPS specifies that STIP securities have a minimum of two credit ratings as provided by 
nationally recognized statistical rating organizations, to assist in the monitoring and management of credit 
risk. The purchase of STIP securities other than U.S. government or U.S. agency obligations is restricted 
to those who are pre-approved. Although the STIP investments have been rated by investment security 
type, STIP, as an external investment pool, has not been rated. 


Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely affect the fair 
value of an investment. Permitted investments, as described in the Indenture, details the allowable 
investments, including those in STIP. STIP interest rate risk is determined using the WAM method. 
According to the STIP IPS, “The STIP portfolio will minimize interest rate risk by: 


1. structuring the investment portfolio so securities mature to meet cash requirements for ongoing 
operations, thereby normally avoiding the need to sell securities on the open market prior to 
maturity; 


2. maintaining a dollar-weighted average portfolio maturity (WAM) of 120 days or less (for this 
purpose, the date to the next coupon reset date will be used for all floating or variable rate 
securities); and 

3. STIP will maintain a reserve account.” 


The Municipal Finance Program investments are categorized to disclose credit and interest rate risk as of 
June 30, 2021. Credit risk is disclosed using the weighted credit quality rating by investment type. Interest 
rate risk is disclosed using weighted effective duration as calculated by BOI. The credit quality ratings 
have been calculated, excluding non-rated investment types. Both the credit quality ratings and duration 
have been calculated excluding cash equivalents, as BOI determined that these securities did not contain 
these risk elements. There were no derivative transactions during the 2021 fiscal year for investments 
held by the trustee. 


B. Cash/Cash Equivalents 


(1) Cash Deposits — The State requires collateralization based on the average daily bank balance in the 
depository bank holding the main state bank account. For other depository banks, state statutes require 
collateralization at 50.0% of the bank balance. The cash deposits amount includes both primary 
government and component unit deposits. 


Table 1 - Cash Deposit Amounts 
(in thousands) 


Carrying 

Amount 

Cash held by State/State's agent $ 69,951 
Uninsured and uncollateralized cash 4,274 
Undeposited cash 2,062 
Cash in U.S. Treasury 396,818 
Cash in MSU component units 8,893 
Cash in UM component units 16,445 
Less: outstanding warrants (23,187) 
$475,256 


As of June 30, 2021, the carrying amount of deposits for component units was $217.7 million, as included in Table 1. 


(2) Cash Equivalents — consists of cash in the State Treasury invested by individual funds in the Short- 
term Investment Pool (STIP), the State Treasurer’s pooled cash account, and in identifiable securities and 
investments considered to be cash equivalents. Cash equivalents, generally, are short-term, highly liquid 
investments with original maturities of three months or less that are measured at cost. Cash equivalents 
may be under the control of BOI or other agencies, as allowed by law. 
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Table 2 - Cash Equivalents 
(in thousands) 


Fair 
Value 
Treasuries “ $ 789,021 
Corporate commercial paper ”) 913,481 
Corporate notes ”) 250,494 
Certificates of deposit 405,071 
Agency or government related ” 724,008 
Money market fund unrated 214,805 
Cash and cash equivalents 3,234,299 
Less: STIP Adjustments °) (328,402) 
Total cash equivalents $ 6,202,777 


(1) A portion is also included in the Investments Measured at Fair Value and NAV table. 
(2) Also included in the Investments Measured at Fair Value and NAV table. 
(3) Includes adjustments for STIP Reserve, STIP included in pooled investments, and holding classification differences. 


As of June 30, 2021, local governments had invested $1.9 billion, and component units of the State of Montana had invested $413.3 
million in STIP. 


STIP Cash Equivalent Credit Quality Ratings as of 
June 30, 2021 
(in thousands) 


Total Cash 

Equivalents Credit Quality Rating 
Agency or government related 182,211 A-1+ 
Asset backed commercial paper 2,303,761 A-1+ 
Corporate commercial paper 531,325 A-1+ 
Certificates of deposit 51,002 A-1+ 
Interest Bearing Demand Deposit Account (IBDDA) 166,000 NR 

Total cash equivalents $ 3,234,299 


STIP 


Credit Quality Rating and Weighted Average of Maturity as of 


June 30, 2021 
(in thousands) 


Total Fixed 
Income Credit 
Investments Quality 
Security Investment Type at Fair Value Rating | WAM (Days) 
Treasuries $ 789,021 A-1+ 99 
Agency or government related 724,008 A-1+ 87 
Corporate: 
Commercial paper 913,481 A-1+ 153 
Notes 250,494 A-1 111 
Certificates of deposit 405,071 A-1 142 


Total STIP fixed income investments at fair value 


$ 3,082,075 


C. Equity in Pooled Investments 


These securities consist of investments held by BOI in pooled investment funds. The Consolidated Asset 
Pension Pool (CAPP) and Trust Funds Investment Pool (TFIP) were created to allow qualifying funds to 
participate in diversified investment pools. Purchases are subject to the statutorily mandated “Prudent 
Expert Principle” (see Table 3 — Equity in Pooled Investments). 


Table 3 - Equity in Pooled Investments 
(in thousands) 


Fair Value ") 

CAPP: 

Consolidated asset pension pool $ 14,387,290 

TFIP: 

Trust funds investment pool 2,742,329 
Total pooled investments 17,129,619 
Pool adjustments (net) 13,182 

Total equity in pooled investments $ 17,142,801 


") Includes cash/cash equivalents and investments. 


As of June 30, 2021, the fair value of the underlying securities on loan was $700.3 million. Collateral provided for the securities on 
loan totaled $715.2 million, consisting of $133.0 million in cash and $582.2 million in securities. 


As of June 30, 2021, local governments invested $13.0 million in TFIP. 


State of Montana investments are categorized below to disclose credit and interest rate risk as of June 
30, 2021, as required for applicable pools. 


Credit Quality Rating and Effective Duration as of June 30, 2021 
Fair Value (in thousands) 


Total Fixed 
Income Effective 
Investments Credit Quality Duration 
Security Investment Type CAPP TFIP SMA at Fair Value Ratings Range (Years) 
Treasuries $ 763,348 $ 382,471 $ 303,140 $ 1,448,959 AAA 4.30-9.36 
Agency or Government Related 260,341 127,004 79,046 466,391 Ato AAA 2.57-6.79 
Asset-Backed Securities 93,892 59,885 37,243 191,020 AAA 1.38-2.59 
Mortgage-Backed Securities: 
Noncommercial 484,595 506,382 229,237 1,220,214 AAA 3.20-4.42 
Commercial 135,266 131,495 30,830 297,591 AAA 3.79-6.26 
Corporate: 
Financial 454,371 307,952 221,401 983,724 BBB+ to A- 3.50-4.33 
Industrial 817,833 669,766 341,299 1,828,898 BB to BBB+ 4.35-5.07 
Industrial (Unrated) 697 264 — 961 NR 0.09 
Utility 45,849 12,147 9,935 67,931 BB+ to BBB- 2.96-5.86 


Total fixed income investments at fair value $ 3,056,192 $ 2,197,366 $ 1,252,131 $ 6,505,689 


State of Montana investments are measured at fair value and categorized within the fair value hierarchy 
established by GASB Statement No. 72 — Fair Value Measurement and Application, as defined below. 


Fixed income and equity investments classified in Level 1 of the fair value hierarchy are valued using 
prices quoted in active markets for those securities. Fixed income investments classified in Level 2 of the 
fair value hierarchy are valued using a matrix pricing technique. Matrix pricing is used to value securities 


A-65 


A-66 


based on the securities’ relationship to benchmark quoted prices. Residential Mortgages classified in 
Level 3 of the fair value hierarchy are present value adjusted. Direct real estate classified in Level 3 of the 
fair value hierarchy are based on the latest appraised value. In years with no updated appraisal the 
Montana Department of Revenue calculated growth rate is used to determine the adjusted value. The 
direct real estate was last appraised in fiscal year 2020. Investments measured at cost are included to 
account for all investments within each pool and SMA. These assets represent cash equivalents and 
Montana Mortgages and Loans. 


Each of the investment pools and SMA has the following fair value measurements as of June 30, 2021: 


Investments by fair value level 


Fixed income investments: 
Treasuries 
Agency or Government Related 
Asset Backed Securities 
Mortgage Backed Securities: 
Noncommercial 
Commercial 
Corporate: 
Commercial Paper 
Commercial Notes 
Certificates of Deposit 
Financial 
Industrial 
Industrial (Unrated) 
Utility 
Equity investments 
International equity investments 
Direct Real Estate 
Residential Mortgages 
Investment derivative instruments 
Total investments by fair value level 
Investments measured at the net asset value (NAV) 


Private Investments 
Core Real Estate 
Non-Core Real Estate 
Real Assets 
Real Estate High Income Fund 
Total investments measured at NAV 
Total investments measured at fair value 
Investments at cost 
Cash and cash equivalents held at custodial bank 
SMA Montana Mortgages and Loans 
Total investments not categorized 
Total investments 


Investments Measured at Fair Value 
(in thousands) 


Fair Value Measurements Using 


Quoted prices in 
Active Markets for 
Identical Assets 


June 30, 2021 (Level 1) 


$ 2,237,980 $ 2,237,980 
1,190,399 _ 
191,020 — 


1,220,214 — 
297,591 _ 


913,481 _ 
250,494 _ 
405,071 — 
983,724 — 
1,828,898 _ 
961 _ 
67,931 _ 
5,064,422 5,064,422 
2,498,920 2,498,920 
21,104 _ 
1,601 — 

420 — 
17,174,231 9,801,322 


2,063,108 
780,811 
742,686 
341,822 
208,135 

4,136,562 

21,310,793 


3,421,675 

192,235 

3,613,910 

$ 24,924,703 


Significant Other 
Observable Inputs 
(Level 2) 


$ = 
1,190,399 
191,020 


1,220,214 
297,591 


913,481 
250,494 
405,071 
983,724 
1,828,898 
961 
67,931 


420 
7,350,204 


Significant 
Unobservable 
(Level 3) 


21,104 
1,601 


22,705 
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The investments measured at NAV for the year ended June 30, 2021, are detailed below: 


Investments Measured at NAV (in thousands) 


Redemption 
Unfunded Frequency (If Redemption 
Fair Value Commitments Currently Eligible) Notice Period 
Private Investments $ 2,063,108 $ 1,005,805 
Core Real Estate 780,811 — Monthly, quarterly 45-90 days 
Non-Core Real Estate 742,686 789,773 
Real Assets 341,822 340,045 
Real Estate High Income Fund 208,135 _ Daily 1-3 days 
Total investments measured at the NAV $ 4,136,562 $ 2,135,623 


STIP and $1.8 billion of SMA are included, and also reported in Tables 2 and 4, respectively. 


Private Investments — This type includes investments in limited partnerships. Typically, the types of 
partnership strategies included in this portfolio: venture capital, growth equity, buyouts, special situations, 
mezzanine, and distressed debt. These investments are considered long-term. Redemptions are 
restricted over the life of the partnership. During the life of the partnerships, distributions are received as 
underlying partnership investments are realized. It is expected that the underlying assets of the funds will 
be liquidated over 10 years. It is probable all the investments in this type will be sold at an amount 
different from the NAV per share (or its equivalent) of the BOI’s ownership interest in partners’ capital. 


Core Real Estate — This type includes funds that invest primarily in core real estate, which makes equity 
investments in operating and substantially leased institutional quality real estate in traditional property 
types (apartments, office, retail, industrial and hotel) via commingled funds. The primary investment 
objectives of these core real estate funds are to invest in real estate that will generate income from 
predictable sources of revenue and not to realize gains on the underlying assets. This investment type 
receives distributions of generated income and occasionally through the liquidation of the underlying 
assets of the fund. The fair values of the investments in this category have been determined using the 
NAV per share (or its equivalent) of the BOI’s ownership interest in the partners’ capital. Redemption of 
these investments is restricted based on the availability of cash flow arising from investment transactions, 
sales, and other fund operations occurring in the ordinary course of business. Therefore, requested 
redemptions from a fund will be redeemed as funds become available. 


Non-Core Real Estate — This type includes private partnership funds that primarily invest in value added 
and opportunistic real estate funds. These funds assume more risk than the core real estate funds to 
achieve a greater return on investment. Returns are driven both by current income and by expected 
capital appreciation. This investment type receives distributions of generated income and occasionally 
through the liquidation of the underlying assets of the fund. It is expected that the underlying assets of the 
funds will be liquidated over 7 to 10 years. The fair values of the investments in this category have been 
determined using the NAV per share (or its equivalent) of the BOI’s ownership interest in the fund. 


Real Assets — This type includes private partnership funds that primarily invest in timber, energy, broad 
natural resource funds, and infrastructure. This investment type receives distributions of generated 
income and occasionally through the liquidation of the underlying assets of the fund. It is expected that 
the underlying assets of the funds will be liquidated over 10 to 20 years. The fair values of the 
investments in this category have been determined using the NAV per share (or its equivalent) of the 
BOl’s ownership interest in the partners’ capital. 


Real Estate High Income Fund — This type consists of predominantly of real estate related instruments 
with an emphasis in U.S. corporate credits, whether in the form of bonds or loans that are rated below 
investment grade. These assets carry a higher risk of default than investment grade securities and 
accordingly provide a higher level of income or yield commensurate with that risk. The fair values of the 


investments of this type have been determined using the NAV per share (or its equivalent) of the 
investments. 


As of the June 30, 2021, exchange date, BOI’s foreign currency exposure by denomination and 
investment type are reported, in U.S. dollars, at fair value and is limited to CAPP. The following table 
excludes the foreign investments denominated in U.S. dollars for the American Depository Receipts 
(ADRs), sovereign debt and commingled index funds. 


Foreign Currency Exposure by Country 
Investment Type in U.S. Dollar Equivalent 
(in thousands) 


Foreign Currency Fixed International _—_ Private 
Denomination Currency Income Equities Investments RealEstate Real Assets 
Australian Dollar $ 41 $ —$ 27,640 $ — $ —$ — 
Brazilian Real 131 2,115 25,098 — _ _ 
Canadian Dollar 26 _— 51,764 _— _— — 
Chilean Peso 18 1,016 — — _— — 
Columbian Peso 87 4,492 _— — _ _— 
Danish Krone 11 _— 21,364 _— — _— 
Egyptian Pound _— 3,716 — — _ _ 
EMU - Euro 74 4,841 220,307 18,423 543 8,771 
Hong Kong Dollar 122 — 94,526 — —_— — 
Hungarian Forint 14 1,212 2,107 — — — 
Indonesian Rupiah _ 5,927 3,159 _— _ _— 
Japanese Yen 409 — 147,321 — _— — 
Malaysian Ringgit 37 2,223 987 _ — _ 
Mexican Peso 198 5,163 16,231 _— — — 
New Israeli Sheqel 4 — 5,526 _— _— _— 
New Taiwan Dollar 22 — 36,553 — _— _ 
New Zealand Dollar — _— 1,030 — — — 
Norwegian Krone — — 6,513 _— _— _— 
Philippine Peso 1 _ 670 — _ _ 
Polish Zloty 4 — 2,539 _ — _ 
Pound Sterling _— _— 82,808 _— _— — 
Russian Ruble 97 4,952 _ _— _— _— 
Singapore Dollar 51 — 8,525 _ _ — 
SOL 23 2,282 — — — — 
South African Rand 143 5,694 7,934 _— — — 
South Korean Won 15 _— 48,716 — — — 
Swedish Krona _ _ 50,794 —_— _ _— 
Swiss Franc 40 _— 48,500 _ — _ 
Thailand Baht 5 _ 2,046 — _ — 
Turkish Lira 4 _ 152 _— _— — 
Yuan Renminbi 13 10 13,867 _— — — 
Total cash and 

securities $ 1,590 $ 43,643 $ 926,677 $ 18,423 $ 543 $ 8,771 


Investments in alternative equity are usually made via limited partnership agreements that involve many 
limited partners and a general partner who is responsible for all investment decisions. The limited 
partners make an original commitment, after which capital is called as needed by the general partner to 
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make investments. These agreements will usually last for a minimum of 10 years. The following table 
shows the remaining BOI commitments to alternative equity managers. 


Commitments to Fund Managers 
(in thousands) 


Original Commitment 

Pension Asset Class Commitment Remaining 
Private Investments $ 3,429,448 $ 1,005,805 
Real Assets 748,526 340,045 
Real Estate 2,686,429 789,773 
Total $ 6,864,403 $ 2,135,623 


D. Investments 
BOI was created by the State Legislature to manage the Unified Investment Program established by the 


State Constitution. Long-term investments are administered by the following agencies, as allowed by 
state law, Section 17-6-201, MCA: 


Long-term Investments 


Percent 

Department Administered 
Board of Investments 45.14 % 
Universities 19.78 
MPERA (Montana Public Employee Retirement Administration) 27.74 
College Savings Plan 5.06 
Montana Board of Housing 1.22 
Other " 1.06 

Total 100.00 % 


() Other consists of the Commissioner of Higher Education, the Department of Administration, the Department of Commerce, 
the Department of Natural Resources and Conservation, the Department of Revenue, and State Auditor. 


BOI must employ the "Prudent Expert Rule" in managing the State's investment portfolio. Investments are 
presented at fair value. Investment fair values for publicly traded securities are determined primarily by 
reference to market prices supplied to BOI's custodial bank or trustee. State investments are categorized 
within the fair value hierarchy established by GASB Statement No. 72. 


The PERS Defined Contribution Retirement Plan (DCRP) and the Deferred Compensation Plan’s 
Montana Fixed Fund is a stable value investment option administered and monitored by the Public 
Employees’ Retirement Board (PERB) with input from the Employee Investment Advisory Committee and 
the investment consultant. The PERB has established an investment policy for the Montana Fixed Fund 
to identify objectives, investment guidelines, and outline the responsibility of the outside vendors. This 
investment policy includes stable value manager Pacific Investment Management Company LLC 
(PIMCO), custodial bank State Street Bank and Trust Company (State Street), and third-party synthetic 
Guaranteed Interest Contract (GIC) providers, Transamerica Life Insurance Company (Transamerica), 
Prudential Insurance Company of America (Prudential), and Voya Retirement Insurance and Annuity 
Company (Voya). All money invested in the Montana Fixed Fund of the PERS-DCRP and Deferred 
Compensation Plan is held in a Pooled Trust. The third party record keeper, Empower Retirement™, 
tracks and reports the daily trading and valuations of all investment options, including the assets held by 
the individual mutual fund companies. 
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Table 4 - Investments 
(in thousands) 


Quoted prices in 


Active Markets for ianifi signiticant 
Fair Value ; Significant Other | Unobservable 
Identical Assets Observable Inputs Inputs 
June 30, 2021 (Level 1) (Level 2) (Level 3) 
Primary government 
Investments by fair value level 
Agency/Government Related “ $ 6,191 $ — $ 6,191 $ = 
Government Securities 7,523 7,523 _ - 
Stocks 10,580 10,580 _— _— 
Other 327 _— 327 — 
Total investments at fair value 24,621 18,103 6,518 _ 
Investments at cost 
Montana Mortgages and Loans “) 184,756 
Total investments at cost 184,756 
Total primary government 209,377 
Component units/fiduciary funds 
Investments by fair value level 
Treasuries 138,256 138,256 — _ 
Agency/Government Related “? 239,613 = 239,613 = 
Asset-Backed Securities 37,243 — 37,243 — 
Mortgage-Backed Securities 229,237 = 229,237 = 
Commercial Mortgage-Backed Securities 30,830 = 30,830 — 
Financial-Corporate 227,593 = 227,593 = 
Industrial-Corporate 335,107 — 335,107 — 
Utility-Corporate 9,936 = 9,936 = 
Equity Investments 208,084 208,084 — — 
529 College Savings Plan 195,544 _ 195,544 _ 
VEBA 11,902 11,902 _— _— 
State Auditor 10,544 5,930 4,614 _— 
MSU Investments ”) 1 = 1 _ 
MSU Component Unit Investments ”) 251,313 241,024 5,760 4,529 
UM Component Unit Investments 91,479 56,240 22,760 12,479 
Board of Housing ”) 41,647 10,836 30,811 = 
Total investments at fair value 2,058,329 672,272 1,369,049 17,008 
Investments at net asset value (NAV) 
Core Real Estate 98,139 
Deferred Compensation ”) 662,866 
Defined Contribution 409,279 
MSU Component Unit Investments ® 98,249 
UM Component Unit Investments ” 307,568 
UM Other Investments ) 430 
UM Interest in Split Interest @ 5,072 
Total investments at NAV 1,581,603 
Investments at cost 
MSU Component Unit Investments ® 10,519 
Board of Housing ” 5,505 
Total Investments at Cost 16,024 
Total component unit/fiduciary investments 3,655,956 
Total investments $ 3,865,333 
Securities lending investment pool $ 15,613 
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(1) | The credit quality rating and duration are included in the above sections for the rated investments. 

(2) For more detail, refer to component unit separately issued financial statements. 

(3) The total for Montana Mortgages and Loans does not include Coal Severance Tax loans, which was included in SMA financial statements. This 
amount of $7.5 million is considered advances to other funds/component units and amounts due from component units in the Coal Tax Severance column 
of the governmental fund financial statements. 


As of June 30, 2021, the fair value of the investments on loan was $82.6 million. Collateral provided for the investments on loan totaled $84.2 million 
consisting of $15.6 million in cash and $68.6 million in securities. 


$1.8 billion of SMA is included and also reported in the Investments Measured at Fair Value and NAV table. 


Municipal Finance Programs - Rated Securities 
Credit Quality Rating and Effective Duration as of 


June 30, 2021 
(in thousands) 


Credit 
Fair Quality Effective 
Security Investment Type Value Rating” — Duration") 
Short-term investments 
U.S. Treasury obligations $ 7,523 AAt 0.26 
Total investments $ 7,523 


") Credit Quality Rating and Effective Duration are weighted. 


NOTE 4. 


OUTFLOWS OF RESOURCES AND DEFERRED INFLOWS OF RESOURCES 


Accounts receivable, accounts payable, deferred outflows of resources, and deferred inflows of resources 


on the Statement of Net Position as of June 30, 2021, consisted of the following (in thousands): 


A. Accounts Receivables 


Coal 
Severance 
Tax 
Charges for services/fines/forfeitures $ — $ 
Contributions/premiums _— 
Grants/contracts/donations — 
Investment income 3,495 
License and permits _ 
Other receivables = 
Medicaid Drug Rebate Program — 
Reimbursements/overpayments — 
Taxes 8,268 
Total receivables 11,763 
Less: allowance for doubtful accounts (733) 
Receivables, net $11,030 $ 
Charges for services 
Contributions/premiums 


Loans/investment income 
Other receivables 
Reimbursements/overpayments 
Total receivables 
Less: allowance for doubtful accounts 
Receivables, net 


Special 
Revenue 


Governmental Activities 


Business-type Activities 


Municipal 
Finance Nonmajor 
Programs Enterprise Funds 
— $ 40,138 $ 
— 955 
7,319 15 
— 64 
7,319 41,172 
= (643) 
7,319 $ 40,529 $ 


Unemployment 


Insurance 


5,634 


28,466 
34,100 
(7,289) 
26,811 


DISAGGREGATION OF ACCOUNTS RECEIVABLE, ACCOUNTS PAYABLE, DEFERRED 


Federal Internal Nonmajor 

General Service Land Governmental State Special 

Fund Funds Grant Funds Revenue 

5,643 $ 2,847 $ 312 $ — $ — $ 14,331 
— — 10,358 _ — 1,847 
— _ — — — 698 
— 214 114 2,399 7,366 3,350 
— — — — — 9,923 
1,971 8,668 529 — 1,139 136 
67,498 _— _— — — — 
310 19,143 — — — 13,722 
— 398,178 _— _ 2,307 83,667 
75,422 429,050 11,313 2,399 10,812 127,674 
(2,536) (114,472) (529) — (270) (19,855) 
72,886 $ 314,578 $ 10,784 $ 2,399 $ 10,542 $ 107,819 
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B. Deferred Outflows of Resources 


OPEB deferred outflows ” $ 


Pension deferred outflows 


Refunding deferred outflows 


Total deferred outflows $ 


C. Accounts Payables 


Accrued interest 


Payroll 


Tax refunds 
Vendors/individuals 
Payables, net 


Governmental Activities 


Nonmajor 
Federal Special Internal Service Governmental State Special 
Revenue General Fund Funds Funds Revenue 
— $ 100,973 $ 6,461 $ = = 
21 907,580 15,303 _ 113 
— — — 1,483 _ 
21 $ 1,008,553 $ 21,764 $ 1,483 $ 113 
Business-type Activities 
Municipal 
Finance Nonmajor 
Programs Enterprise Funds 
OPEB deferred outflows 35 $ 1,835 
Pension deferred outflows ") 95 3,827 
Total deferred outflows 130 $ 5,662 
‘) Further detail regarding OPEB related deferred outflows of resources is provided in Note 7. 
@ Further detail regarding pension related deferred outflows of resources is provided in Note 6. 
Governmental Activities 
Nonmajor 
Federal Special Internal Service Governmental State Special 
Revenue General Fund Funds Funds Land Grant Revenue 
$ 6 $ 425 $ 25 $ 1,986 $ —$ 54 
9,952 18,266 3,609 4 — 17,567 
—_— 226,626 _ — _— _— 
220,713 79,307 12,521 5,938 5 152,167 
$ 230,671 $ 324,624 $ 16,155 $ 7,928 $ 5 $ 169,788 
Business-type Activities 
Municipal 
Finance Nonmajor Unemployment 
Programs Enterprise Funds Insurance 
Accrued interest 45 $ 3 $ = 
Payroll 22 826 _ 
Vendors/individuals 4 17,451 46,953 
Payables, net 71 $ 18,280 $ 46,953 


D. Deferred Inflows of Resources 


OPEB deferred inflows “? 

Pension deferred inflows ”) 

Refunding deferred inflows 
Total deferred inflows 


Governmental Activities 


Nonmajor 


Federal Special Internal Service | Governmental 
Revenue General Fund Funds Funds 
$ — $ 29,331 $ 1,876 $ 
24 125,729 5,068 
24 155,060 6,944 


Business-type Activities 


Municipal 
Finance Nonmajor 
Programs Enterprise Funds 
OPEB deferred inflows $ 10 $ 565 
Pension deferred inflows ” 29 1,695 
Total deferred inflows $ 39 $ 2,260 


Further detail regarding OPEB related deferred inflows of resources is provided in Note 7. 
Further detail regarding pension related deferred inflows of resources is provided in Note 6. 
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NOTE 5. CAPITAL ASSETS 


Changes in capital asset balances for the fiscal year ended June 30, 2021, are reflected in the following 
table (in thousands): 


Beginning Ending 
Governmental Activities Balance Increases") Decreases") — Balance 
Capital assets not being depreciated: 
Land $ 753,496 $ 23,648 $ (662) $ 776,482 
Construction work in progress 1,222,251 503,529 (353,159) 1,372,621 
Easements 236,872 18,555 — 255,427 
Museum and art 86,078 87 _— 86,165 
Other 30,196 272 — 30,468 
Total capital assets not being depreciated 2,328,893 546,091 (353,821) 2,921,163 
Capital assets being depreciated: 
Infrastructure 5,758,967 500,676 (390,283) 5,869,360 
Land improvements 76,995 1,707 (42) 78,660 
Buildings/improvements 618,180 19,653 (296) 637,537 
Equipment 430,618 34,174 (13,175) 451,617 
Easements - amortized 1,304 _ (73) 1,231 
Other 5,776 355 — 6,131 
Total capital assets being depreciated 6,891,840 556,565 (403,869) 7,044,536 
Less accumulated depreciation for: 
Infrastructure (1,706,463) (216,956) 147,112 (1,776,307) 
Land improvements (36,658) (3,547) 11 (40,194) 
Buildings/improvements (417,897) (19,862) 193 (437,566) 
Equipment (285,717) (24,460) 10,011 (300,166) 
Other (4,562) (283) _— (4,845) 
Total accumulated depreciation (2,451,297) (265,108) 157,327 (2,559,078) 
Total capital assets being depreciated, net 4,440,543 291,457 (246,542) 4,485,458 
Intangible assets 53,610 28,250 (21,446) 60,414 
Governmental activities capital assets, net $ 6,823,046 $ 865,798 $ (621,809) $ 7,067,035 


") The increases and decreases noted above include adjustments related to prior periods and correction of errors. 


Business-type Activities 
Capital assets not being depreciated: 
Land 
Construction work in progress 
Other 
Total capital assets not being depreciated 


Capital assets being depreciated: 
Infrastructure 
Land improvements 
Buildings/improvements 
Equipment 
Total capital assets being depreciated 


Less accumulated depreciation for: 
Infrastructure 
Land improvements 
Buildings/improvements 
Equipment 
Total accumulated depreciation 


Total capital assets being depreciated, net 
Intangible assets 


Business-type activities capital assets, net 


Beginning 
Balance 


Increases) Decreases ") 


800 $ — $ 
2,361 1,091 
3,770 110 
6,931 1,201 
1,175 a 
3,830 = 
16,379 = 
9,810 162 
31,194 162 

(765) (18) 
(2,213) (149) 
(7,116) (584) 
(7,500) (368) 
(17,594) (1,119) 
13,600 (957) 
1,521 2,484 
22,052 $ 2,728 $ 


—$ 


(2,149) 
(667) 
(2,816) 


(14) 


(573) 


(3,403) $ 


Ending 
Balance 


800 
1,303 
3,213 
5,316 


(783) 
(2,362) 
(7,700) 
(7,756) 

(18,601) 


12,629 


3,432 


21,377 
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The increases and decreases noted above include adjustments related to prior periods and corrections of errors. 


Depreciation expense was charged to governmental functions as follows (in thousands): 
Depreciation ”) 


General government $ 9,013 
Public safety 9,136 
Transportation, including depreciation of the highway system maintained by the State 218,671 
Health and human services 3,293 
Education 178 
Natural resources, including depreciation of the state's dams 10,567 
Depreciation on capital assets held by the internal service funds 14,250 

Total depreciation expense — Governmental Activities $ 265,108 


Depreciation expense was charged to business-type activities as follows (in thousands): 
Depreciation ”) 


Liquor Stores $ 105 
State Lottery 51 
Prison Funds 390 
West Yellowstone Airport 513 
Other Enterprise Funds 60 

Total depreciation expense — Business-type Activities $ 1,119 


® Depreciation expenses noted above include adjustments related to prior periods and correction of errors. 
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NOTE 6. RETIREMENT PLANS 


A. General 


The funding policies for each plan provide for periodic employee, employer, and State nonemployer 
contributions at rates specified by state law. An actuary determines the actuarial implications of the 
funding requirement in an annual actuarial valuation. The actuarial method used to determine the 
implications of the statutory funding level is the Entry Age Actuarial Cost Method, with both normal cost 
and amortization of the unfunded actuarial liability determined as a level percentage of payroll expense. 
Benefits are established by state law and can only be amended by the Legislature. 


Montana State Fund (MSF), a discretely presented component unit of the State, by statute, prepares 
separately issued financial statements on a calendar year-end basis. Due to the difference in the 
reporting period, there will be a variance between the note disclosures and the financial statements for 
some pension-related items. 


Public Employees’ Retirement Board 

The Public Employees’ Retirement Board (PERB) oversees eight defined benefit plans: Public 
Employees’ Retirement System-Defined Benefit Retirement Plan (PERS-DBRP); Judges’ Retirement 
System (JRS); Highway Patrol Officers’ Retirement System (HPORS); Sheriffs’ Retirement System (SRS); 
Game Wardens’ and Peace Officers’ Retirement System (GWPORS); Municipal Police Officers’ 
Retirement System (MPORS); Firefighters’ Unified Retirement System (FURS); and Volunteer 
Firefighters’ Compensation Act (VFCA). The PERB also oversees two defined contribution plans: Public 
Employees’ Retirement System-Defined Contribution Retirement Plan (PERS-DCRP) and the 457(b)- 
Deferred Compensation Plan (457(b) Plan). The PERB also oversees education funds related to the 
pension plans. All of the benefit plans, defined benefit and defined contribution, are administered by the 
Montana Public Employees’ Retirement Administration (MPERA). Separately issued financial statements 
and actuarial reports can be obtained at 100 North Park, Suite 200, PO Box 200131, Helena, MT 
59620-0131. The financial statements and the latest actuarial valuation may also be obtained here: http:// 
mpera.mt.gov/. The financial statements for the PERS-DBRP include activity for the defined benefit plan 
and the associated education fund. The PERS-DCRP financial statements include activity for the defined 
contribution plan and the associated education fund. 


The PERB is an independent, seven-member board, appointed by the Governor. The members are 
assigned five-year, staggered terms. The PERB consists of two members at large, two active defined 
benefit public employees, one active defined contribution public employee, one member experienced in 
investments, and one retired public employee. The PERB approves the annual operating budget, 
developed by MPERA management, before the beginning of the fiscal year. As governed by statute, the 
PERB’s defined benefit administrative expenses may not exceed 1.5% of the total defined benefit plan 
retirement benefits paid. In addition, the PERB decides legislative policy and priorities, hires the executive 
director, establishes the policies and procedures that govern operations at MPERA, and hears and rules 
on appeal matters of disabilities, retirees, and members. PERB members do not receive compensation for 
their service to the MPERA but are reimbursed for necessary expenses incurred while serving. 


All defined benefit pension plans provide retirement, disability, and death benefits to the plan members 
and their beneficiaries. The PERS-DCRP Disability OPEB Plan provides a defined benefit for disabled 
members of the PERS-DCRP. Beneficiaries do not receive disability benefits but may attain retirement 
benefits from the PERS-DCRP. A summary of the plan eligibility and benefits are found in the Summary of 
Benefits sections throughout Note 6. 


Teachers’ Retirement System 

The Teachers’ Retirement System (TRS) is a defined benefit plan administered by the Teachers 
Retirement Board (TRB). The plan prepares a publicly issued annual comprehensive financial report that 
includes financial statements and required supplementary information for TRS. Separately issued 
financial statements, actuarial valuations, and experience studies can be obtained at 100 N Park Avenue, 
Suite 110, PO Box 200139, Helena, MT 59620-0139, or can be found online at https://trs.mt.gov/. 


The TRB consists of six members, all of whom are appointed by the Governor. Three TRB members must 
be teaching professionals who, when appointed, are active members of TRS; at least one of them must 
be an active classroom teacher. One TRB member must be a retired teacher who was a member of TRS 
at the time of retirement. Two TRB members are appointed from the public at large. TRB members serve 
staggered, five-year terms. Three TRB members constitute a quorum. 


A summary of the number of participating employer and nonemployer contributing entities as of June 30, 
2021, follows: 


PERS- _PERS- 
Classification of Participant GWPORS DBRP DCRP SRS MPORS — FURS VFCA TRS 
Employer 7 553 340 57 34 27 220 363 
Nonemployer 
contributing entity = 1 _ — 1 1 1 1 
Total Participants 7 554 340 57 35 28 221 364 


There are 647 State employees who are eligible to participate in defined benefit pension plans, other than 
the plans listed above. 


B. Summary of Significant Accounting Policies 


The MPERA prepares its financial statements using fund accounting principles and the accrual basis of 
accounting. The basis of accounting indicates the timing of transactions or events for recognition in the 
financial statements. Plan member contributions, employer contributions, and related receivables are 
recognized as revenues in the accounting period in which they are earned and become measurable, 
pursuant to formal commitments and statutory requirements. Benefit payments and refunds/distributions 
are recognized in the accounting period in which they are due and payable in accordance with the terms 
of each plan. Administrative and other expenses, and the associated liabilities, are recognized in the 
period the liability is incurred. Administrative expenses are financed through investment earnings on the 
pension trust fund for the defined benefit plans. Interfund receivables and payables exist at year-end for 
defined benefit administrative expenses that are accounted for within PERS-DBRP and allocated to the 
other defined benefit plans at year-end. Costs specifically related to the computer system upgrades are 
charged directly to the individual plans. The MPERA adheres to all applicable Governmental Accounting 
Standards Board (GASB) statements. 


The TRS prepares its financial statements using the accrual basis of accounting. For the purposes of 
measuring the net pension liability, deferred inflows of resources, and deferred outflows of resources 
related to pensions, pension expense, information about the fiduciary net position of the TRS, and 
additions to/deductions from TRS’s fiduciary net position, the items have been determined on the same 
accrual basis as they are reported by the TRS. For this purpose, plan contributions are recognized as of 
employer payroll paid dates. Benefit payments and refunds are recognized when due and payable in 
accordance with the benefit terms. Investments are reported at fair value. The TRS adheres to all 
applicable GASB statements. 


The pension trust fund financial statements presented in this report are prepared using the accrual basis 
of accounting in the same manner as that described for the pension plan administrators above. 
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C. Summary of All Public Employee Retirement Plans 


A summary of classes of members in JRS, HPORS, GWPORS, PERS-DBRP, SRS, MPORS, FURS, 
VFCA, TRS, PERS-DCRP, and 457-Deferred Compensation covered by benefit terms at June 30, 2021, 
follows: 


Type of Plan for Reporting | Single-Employer Defined MultEmployer 


Purposes Benefit Multi-Employer Defined Benefit Peeler 
Plan Designation Jrs MPORS cwrors| TERS; srs MPORS curs veca rs | PERS: 457(b) 


DBRP” DCRP DC 


Classification of Member 
Active 57 244 1,023} 29,028 1,495 734 = 2,031 3,311 5,507 


Inactive entitled to, but not yet 
receiving, benefits or a 


refund: 
Vested 2 18 148 43 890 776 = 4,392 
Non-vested 2 30 524 1,005 — 
Inactive members and 
beneficiaries currently 
receiving benefits: 
Service retirements”) 68 343 407 661 1,525 16,315) 152 — 
Disability retirements _ 3 2 13 1 182 10 — 
Survivor benefits“) 5 10 11 18 6 488 = = 
Total membership 134 648 2,115} 79,581 3,283 2,039 1,550 4,453 46,467{ 5,254 9,899 


() Includes Deferred Retirement Option Plan (DROP) in the Active count. 


) The inactive non-vested count includes dormant accounts that were previously not counted. 


® Includes "Alternative Payees" and "Death After Retirement" benefit payments. As of Fiscal Year 2019, the TRS plan stopped reporting separate benefit 


recipient categories. 


Includes "Death Before Retirement" benefit payments. 


The following table represents the aggregate proportional share of the pension amounts for all defined 
benefit plans from the perspective of the State as the employer and/or nonemployer contributing entity for 
primary government, discretely presented component units, and fiduciary component units reported as of 
June 30, 2021, based on the actuarial valuation as of June 30, 2019 (amounts presented in thousands): 


Aggregate Pension Amounts - All Defined Benefit Plans 


Primary Government . 
Discretely 


State as Presented Fiduciary 
Stateas | Nonemployer pity Component oe TOTAL 
ear pone 
Employer eat Government Units” 
Net Pension Liabilities $ 1,483,274 $ 1,475,801 $ 2,959,075 $ 237,781 $ 1,921 $ 3,198,777 
(Net Pension Assets) (36,545) = (36,545) = = (36,545) 
Pension Deferred Outflows of Resources 510,946 415,994 926,940 83,633 452 1,011,025 
Pension Deferred Inflows of Resources 86,501 46,078 132,579 13,216 114 145,909 
Pension Expense or Nonemployer 246,824 258,238 505,062 50,850 344 556,256 


Contributing Entity Grant Expense 


") MSF pension deferred outflows of resources difference of $936.9 thousand is due to MSF reporting on a calendar year-end basis on 
financial statements with a 6-month subsequent contribution while a 12-month subsequent contribution is disclosed in Note 6. 


D. Defined Benefit Retirement Plans 
The information below includes all defined benefit retirement plans administered by MPERA and TRS. 


(1) Plan Descriptions and Funding Policies 


Judges’ Retirement System — The JRS, administered by the MPERA, is a single-employer defined 
benefit plan established in 1967 and governed by Title 19, chapters 2 & 5, MCA (Montana Code 
Annotated). This plan provides retirement benefits for all Montana judges of the district courts, justices of 
the Supreme Court, the Chief Water Judge, and the Associate Water Judge. Benefits are established by 
state law and can only be amended by the Legislature. The JRS provides retirement, disability, and death 
benefits to plan members and their beneficiaries. Benefits are based on eligibility, years of service, and 
compensation. Member rights are vested after five years of service. 


Summary of Benefits 
Member's current salary’ or highest average compensation (HAC)* 
‘Hired prior to July 1, 1997, and non-Guaranteed Annual Benefit Adjustment (GABA) — 
monthly compensation at time of retirement; 
*Hired on or after July 1, 1997, or electing GABA — HAC during any consecutive 36 months; 
*Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of 
a member’s HAC. 


Eligibility for benefit 
Age 60, 5 years of membership service; 
Any age with 5 years of membership service — involuntary termination, actuarially reduced. 


Vesting 
5 years of membership service. 


Monthly benefit formula 
3.33% of current salary’ (non-GABA) or HAC? (GABA) per year of service credit for the first 
15 years of service credit, plus 1.785% per year for each year after 15 years. 


Guaranteed Annual Benefit Adjustment (GABA) 

Hired on or after July 1, 1997, or those electing GABA — after the member has completed 12 
full months of retirement, the member’s benefit increases by a maximum of 3.0% each 
January, inclusive of all other adjustments to the member’s benefit. 


Minimum benefit adjustment (non-GABA) 

If hired prior to July 1, 1997, and member did not elect GABA — current salary of an active 
member in same position is used in the calculation of the monthly benefit each time the 
Legislature increases salaries for active judges. 


Contributions to the Plan 
Rates are specified by state law for periodic employee and employer contributions. The Legislature has 
the authority to establish and amend contribution rates to the plan. 


Member contributions to the system — Contributions are deducted from each member’s 
salary and remitted by the participating employer. An individual account is established for 
each member’s contributions and interest allocations until a retirement or refund request is 
processed. Plan members are required to contribute 7.0% of the member’s monthly 
compensation. 


Employer contributions to the system — As the employer, the State is required to contribute 
25.81% of a member’s compensation. 
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Highway Patrol Officers’ Retirement System — The HPORS, administered by the MPERA, is a single- 
employer defined benefit plan established on July 1, 1945, and governed by Title 19, chapters 2 & 6, 
MCA. This plan provides retirement benefits to all members of the Montana Highway Patrol, including 
supervisory personnel. Benefits are established by state law and can only be amended by the 
Legislature. The HPORS provides retirement, disability, and death benefits to plan members and their 
statutory beneficiaries. Benefits are based on eligibility, years of service, and highest average 
compensation. Member rights for death and disability are vested immediately. All other member rights are 
vested after 5 or 10 years of service. 


Section 19-6-709, MCA provides eligible members retired prior to July 1, 1991, or their survivors, an 
annual supplemental lump-sum payment distributed each September. This lump-sum payment is funded 
by a statutory appropriation requested by the PERB from the General Fund. Factors impacting eligibility 
include the number of years the recipient has received a service retirement or disability benefit, the 
recipient’s age, and whether the recipient is employed in a position covered by a retirement system under 
Title 19, MCA. 


Deferred Retirement Option Plan (DROP) 

Beginning October 1, 2015, eligible members of HPORS can participate in the DROP by filing a one-time 
irrevocable election with the PERB. The DROP is governed by Title 19, Chapter 6, Part 10, MCA. A 
member must have completed at least twenty years of membership service to be eligible. They may elect 
to participate in the DROP for a minimum of one month and a maximum of 60 months and may only 
participate in the DROP once. A participant remains a member of the HPORS, but will not receive 
membership service or service credit in the system for the duration of the member’s DROP period. During 
participation in the DROP, all mandatory employer contributions continue to the retirement system; 
mandatory employee contributions are deposited to the member's DROP account. A monthly benefit is 
calculated based on salary and years of service to date as of the beginning of the DROP period. The 
monthly benefit is paid into the member’s DROP account until the end of the DROP period. At the end of 
the DROP period, the participant may receive the balance of the DROP account in a lump-sum payment 
or in a direct rollover to another eligible plan, as allowed by the Internal Revenue Service (IRS). If the 
participant continues employment after the DROP period ends, they will again accrue membership 
service and service credit. The DROP account cannot be distributed until employment is formally 
terminated. As of June 30, 2021, the balance held by MPERA for HPORS DROP participants was 
approximately $4.8 million. 


Summary of Benefits 
Member’s highest average compensation (HAC) 
Hired prior to July 1, 2013 — HAC during any consecutive 36 months; 
Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of 
a member’s HAC. 


Eligibility for benefit 
20 years of membership service, regardless of age. 


Early Retirement 

Hired prior to July 1, 2013 — 5 years of membership service, actuarially reduced from age 
60. 

Hired on or after July 1, 2013 — 10 years of membership service, actuarially reduced from 
age 60. 


Second Retirement (applies to retirement system members who return on or after July 1, 
2017, to active service covered by the system from which they retired): 
a. If the member works more than 480 hours in a calendar year and accumulates 
less than 5 years of service credit before terminating again, the member: 
. is not awarded service credit for the period of reemployment; 
. is refunded the accumulated contributions associated with the 
period of reemployment; 
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° starting the first month following termination of service receives 
the same retirement benefit previously paid to the member; and 
. does not accrue post-retirement benefit adjustments during the 


term of reemployment but receives a GABA in January 
immediately following the second retirement. 
b. If the member works more than 480 hours in a calendar year and accumulates 
at least 5 years of service credit before terminating again, the member: 
. is awarded service credit for the period of reemployment; 
. starting the first month following termination of service, receives: 
° the same retirement benefit previously paid to the 
member; and 
° a second retirement benefit for the period of 
reemployment calculated based on the laws in effect as 
of the member's rehire date; and 
. does not accrue post-retirement benefit adjustments during the 
term of reemployment but receives a GABA: 
° on the initial retirement benefit starting January 
immediately following second retirement; and 
° on the second retirement benefit starting in January after 
receiving that benefit for at least 12 months 
c. Amember who returns to covered service is not eligible for a disability benefit. 


Vesting 
Hired prior to July 1, 2013 — 5 years of membership service. 
Hired on or after July 1, 2013 — 10 years of membership service. 


Monthly benefit formula 
Retire prior to July 1, 2013 — 2.5% of HAC per year of service credit. 
Retire on or after July 1, 2013 — 2.6% of HAC per year of service credit. 


Guaranteed Annual Benefit Adjustment (GABA) 

Hired on or after July 1, 1997, or those electing GABA — after the member has completed 12 
full months of retirement, the member’s benefit increases by a maximum of 3.0% each 
January, inclusive of all other adjustments to the member’s benefit. 


Hired on or after July 1, 2013 — after the member has completed 36 full months of 
retirement, the member’s benefit increase by a maximum of 1.5% each January, inclusive of 
all other adjustments to the member’s benefit. 


Minimum Monthly Benefit (non-GABA) 

If hired prior to July 1, 1997, and member did not elect GABA — the minimum monthly 
benefit is equal to 2% of the service credit multiplied by the current base compensation of a 
probationary highway patrol officer. Any annual increase is limited to 5.0% over the current 
benefit and may not exceed 60% of the current base salary of a probationary officer. 


Contributions to the Plan 
Rates are specified by state law for periodic employee and employer contributions. The Legislature has 
the authority to establish and amend contribution rates to the plan. 


Member contributions to the system — Contributions are deducted from each member’s 
salary and remitted by participating employer. 

Hired prior to July 1, 1997, and not electing GABA — Plan members are required to 
contribute 13.00%. 

Hired after June 30, 1997, and electing GABA — Plan members are required to contribute 
13.05%. 
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Employer contributions to the system — As the employer, the State is required to contribute 
38.33% of a member’s compensation. The first 28.15% is payable from the same sources 
used to pay a member’s compensation. The remaining amount, equal to 10.18%, is payable 
from the General Fund through a statutory appropriation. 


Game Wardens’ & Peace Officers’ Retirement System — The GWPORS, administered by the MPERA, 
is a multi-employer, cost-sharing defined benefit plan established in 1963, and governed by Title 19, 
chapters 2 & 8, MCA. This plan provides retirement benefits to all persons employed as a game warden, 
warden supervisory personnel, or state peace officer. Benefits are established by state law and can only 
be amended by the Legislature. The GWPORS provides retirement, disability, and death benefits to plan 
members and their beneficiaries. Benefits are based on eligibility, years of service, and highest average 
compensation. 


The State of Montana and its discretely presented component units are the only employers who 
participate in the GWPORS. Therefore, while the plan is considered to be a multi-employer, cost-sharing 
defined benefit plan for actuarial valuation purposes, in accordance with GASB 68, the plan is treated as if 
it were a single-employer defined benefit pension plan type for financial reporting. 


Summary of Benefits 
Member’s highest average compensation (HAC) 
Hired prior to July 1, 2011 — highest average compensation during any consecutive 36 
months; 
Hired on or after July 1, 2011 — highest average compensation during any consecutive 60 
months; 
Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of 
a member’s HAC. 


Eligibility for benefit 
Service Retirement 
Age 50, 20 years of membership service. 


Early Retirement (reduced benefit) 
Age 55, vested members who terminate employment prior to 20 years of membership 
service. 


Vesting 
5 years of membership service. 


Monthly benefit formula 
2.5% of HAC per year of service credit. 


Guaranteed Annual Benefit Adjustment (GABA) 
After the member has completed 12 full months of retirement, the member’s benefit 
increases by the applicable percentage (provided below) each January, inclusive of all other 
adjustments to the member’s benefit: 

° 3.0% for members hired prior to July 1, 2007 

° 1.5% for members hired on or after July 1, 2007 


Contributions to the Plan 
Rates are specified by state law for periodic employee and employer contributions. The Legislature has 
the authority to establish and amend contribution rates to the plan. 


Member contributions to the system — Contributions are deducted from each member’s 
salary and remitted by participating employers. Plan members are required to contribute 
10.56% of member’s compensation. 


Employer contributions to the system — State agency and university employers are required 
to contribute 9.0% of a member’s compensation. 


Public Employees’ Retirement System - Defined Benefit Retirement Plan — The PERS-DBRP, 
administered by the MPERA, is a multiple-employer, cost-sharing plan established July 1, 1945, and 
governed by Title 19, Chapters 2 & 3, MCA. This plan covers employees of the State and local 
governments, and certain employees of the Montana University System and school districts. 


All new members are initially members of the PERS-DBRP and have a 12-month window during which 
they may choose to remain in the PERS-DBRP or join the Public Employees’ Retirement System-Defined 
Contribution Retirement Plan (PERS-DCRP) by filing an irrevocable election. Members may not be 
participants of both the defined contribution and defined benefit retirement plans. All new members from 
the universities also have a third option to join the university system’s Montana University System- 
Retirement Program (MUS-RP). 


The PERS-DBRP provides retirement, disability, and death benefits to plan members and _ their 
beneficiaries. Benefits are established by state law and can only be amended by the Legislature. Benefits 
are based on eligibility, years of service, and highest average compensation. 


Summary of Benefits 
Member’s highest average compensation (HAC) 
Hired prior to July 1, 2011 — HAC during any consecutive 36 months; 
Hired on or after July 1, 2011 — HAC during any consecutive 60 months; 
Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of 
a member’s HAC. 


Eligibility for benefit 
Service retirement: 
Hired prior to July 1, 2011 — 
Age 60, 5 years of membership service; 
Age 65, regardless of membership service; or 
Any age, 30 years of membership service. 


Hired on or after July 1, 2011 — 
Age 65, 5 years of membership service; 
Age 70, regardless of membership service. 


Early retirement, actuarially reduced: 
Hired prior to July 1, 2011 — 
Age 50, 5 years of membership service; or 
Any age, 25 years of membership service. 
Hired on or after July 1, 2011 — Age 55, 5 years of membership service. 


Second retirement (all require retuning to PERS-covered employment or PERS service): 
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Retire before January 1, 2016, and accumulate less than 2 years’ additional service 
credit or retire on or after January 1, 2016, and accumulate less than 5 years’ 
additional service credit: 

* A refund of member’s contributions from second employment plus regular 

interest (0.77%); 

« No service credit for second employment; 

« Start the same benefit amount the month following termination; and 

* GABA starts again in the January immediately following second retirement 


Retire before January 1, 2016, and accumulate at least 2 years of additional service 
credit: 
* A recalculated retirement benefit based on laws in effect at second 
retirement; and 
* GABA starts the January after receiving recalculated benefit for 12 months 


Retire on or after January 1, 2016, and accumulate 5 or more years of additional 
service credit: 
« The same retirement benefit as prior to their return to service; 
« A-second retirement benefit for second period of service based on laws in 
effect at second retirement; 
« GABA starts on both benefits in the January after receiving the original and 
new benefit for 12 months 


Vesting 
5 years of membership service 


Monthly benefit formula 

Members hired prior to July 1, 2011 — 
Less than 25 years of membership service: 1.785% of HAC per year of service credit; 
25 years of membership service or more: 2% of HAC per year of service credit. 


Members hired on or after July 1, 2011 — 
Less than 10 years of membership service: 1.5% of HAC per year of service credit; 
10 years or more, but less than 30 years of membership service: 1.785% of HAC per 
year of service credit; 
30 years or more of membership service: 2% of HAC per year of service credit. 


Guaranteed Annual Benefit Adjustment (GABA) — After the member has completed 12 full 
months of retirement, the member’s benefit increases by the applicable percentage 
(provided below) each January, inclusive of other adjustments to the member’s benefit: 
¢ 3.0% for members hired prior to July 1, 2007 
* 1.5% for members hired between July 1, 2007 and June 30, 2013 
« Members hired on or after July 1, 2013 
* 1.5% for each year PERS is funded at or above 90%; 
* 1.5% is reduced by 0.1% for each 2% PERS is funded below 90%; and, 
* 0% whenever the amortization period for PERS is 40 years or more. 


Contributions to the Plan 
Rates are specified by state law for periodic employee, employer, and nonemployer entity contributions. 
The Legislature has the authority to establish and amend contribution rates to the plan. 


Member contributions to the system: Contributions are deducted from each member’s 
salary and remitted by participating Employers. Plan members are required to contribute 
7.90% of member’s compensation. The 7.90% member contribution rate is temporary and 


will be decreased to 6.9% on January 1 following actuary valuation results that show the 
amortization period has dropped below 25 years and would remain below 25 years following 
the reduction of both the additional Employer and additional member contribution rates. 


Employer contributions to the system 

State and University System employers are required to contribute 8.87% of member 
compensation. 

Local government entities are required to contribution 8.77% of member compensation. 
School district employers contributed 8.50% of member compensation. 


Per the 2013 Legislative Session’s House Bill 454, section 4, effective July 1, 2013, PERS 
employer contributions temporarily increased 1%. Beginning July 1, 2014, employer 
contributions will increase an additional 0.1% a year over 10 years, through 2024. The 
Employer additional contributions, including the 0.27% added in 2007 and 2009, terminates 
on January 1 following actuary valuation results that show the amortization period of the 
PERS-DBRP has dropped below 25 years and would remain below 25 years following the 
reductions of both the additional employer and member contributions rates. As of January 1, 
2021, the additional contributions will not be terminated. 


Effective July 1, 2013, employers are required to make contributions on working retirees’ 
compensation. Member contributions for working retirees are not required. 


The portion of employer contributions allocated to the Plan Choice Rate (PCR) are included 
in the employer's reporting. The PCR was paid off effective March 2016 and the 
contributions previously directed to the PCR are now directed to member accounts. 


Non-Employer Entity Contributions 

Special Funding 
The State contributes 0.1% of member compensation on behalf of local government 
entities. 
The State contributes 0.37% of member compensation on behalf of school district 
entities. 
The State contributes a statutory appropriation from the General Fund. Funding 
provided for the year ended June 30, 2021, totaled $34.0 million. 


Sheriffs’ Retirement System — The SRS, administered by the MPERA, is a multiple-employer, cost- 
sharing defined benefit plan established July 1, 1974, and governed by Title 19, chapters 2 & 7, MCA. 
This plan provides retirement benefits to all Department of Justice criminal and gambling investigators 
hired after July 1, 1993, all detention officers hired after July 1, 2005, and to all Montana sheriffs. Benefits 
are established by state law and can only be amended by the Legislature. The SRS provides retirement, 
disability, and death benefits to plan members and their beneficiaries. Benefits are based on eligibility, 
years of service, and highest average compensation. 


Summary of Benefits 


Member’s highest average compensation (HAC) 

Hired prior to July 1, 2011 — highest average compensation during any consecutive 36 
months; 

Hired on or after July 1, 2011 — highest average compensation during any consecutive 60 
months. 

Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of 
a member’s HAC. 
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Eligibility for benefit 
Service Retirement: 20 years of membership service, regardless of age. 
Early Retirement: Age 50, 5 years of membership service, actuarially reduced. 


Second Retirement (applies to retirement system members re-employed in a SRS position 
on or after July 1, 2017): 
a. If the member works more than 480 hours in a calendar year and accumulates 
less than 5 years of service credit before terminating again, the member: 


° is not awarded service credit for the period of reemployment; 

° is refunded the accumulated contributions associated with the 
period of reemployment; 

° starting the first month following termination of service receives 
the same retirement benefit previously paid to the member; and 

° does not accrue post-retirement benefit adjustments during the 


term of reemployment but receives a GABA in January 
immediately following the second retirement. 
b. If the member works more than 480 hours in a calendar year and accumulates at 
least 5 years of service credit before terminating again, the member: 
° is awarded service credit for the period of reemployment; 
° starting the first month following termination of service receives: 
° the same retirement benefit previously paid to the 
member; and 
° a second retirement benefit for the period of 
reemployment calculated based on the laws in effect as 
of the member's rehire date; and 
° does not accrue post-retirement benefit adjustments during the 
term of reemployment but receives a GABA: 
° on the initial retirement benefit starting in January 
immediately following second retirement; and 
° on the second retirement benefit starting in January after 
receiving that benefit for at least 12 months 
c. Amember who returns to covered service is not eligible for a disability benefit. 


Vesting 
5 years of membership service 


Monthly benefit formula 
2.5% of HAC per year of service 


Guaranteed Annual Benefit Adjustment (GABA) 
After the member has completed 12 full months of retirement, the member’s benefit 
increases by the applicable percentage (provided below) each January, inclusive of all other 
adjustments to the member’s benefit. 

° 3.0% for members hired prior to July 1, 2007 


° 1.5% for members hired on or after July 1, 2007 


Contributions to the Plan 

Rates are specified by state law for periodic employee and employer contributions and are a percentage 
of the member’s compensation. The Legislature has the authority to establish and amend contribution 
rates to the plan. 


Member contributions to the system — Contributions are deducted from each member’s 
salary and remitted by participating employers. Plan members are required to contribute 
10.495% of member’s compensation. 


Employer contributions to the system — The employers are required to contribute 13.115% 
of member compensation. Employer contributions are required to be paid on working retiree 
compensation. Member contributions are not required for working retirees. 


Municipal Police Officers’ Retirement System — The MPORS, administered by the MPERA, is a 
multiple-employer, cost-sharing defined benefit plan that was established in 1974 and is governed by Title 
19, chapters 2 & 9, MCA. This plan covers all municipal police officers employed by first- and second- 
class cities and other cities that adopt the plan. Benefits are established by state law and can only be 
amended by the Legislature. The MPORS provides retirement, disability, and death benefits to plan 
members and their beneficiaries. Benefits are based on eligibility, years of service, and final average 
compensation. 


Deferred Retirement Option Plan (DROP) 

Beginning July 2002, eligible members of the MPORS can participate in the DROP by filing a one-time 
irrevocable election with the PERB. The DROP is governed by Title 19, Chapter 9, Part 10, MCA. A 
member must have completed at least twenty years of membership service to be eligible. They may elect 
to participate in the DROP for a minimum of one month and a maximum of 60 months and may only 
participate in the DROP once. A participant remains a member of the MPORS, but will not receive 
membership service or service credit in the system for the duration of the member’s DROP period. During 
participation in the DROP, all mandatory contributions continue to the retirement system. A monthly 
benefit is calculated based on salary and years of service to the date of the beginning of the DROP 
period. The monthly benefit is paid into the member’s DROP account until the end of the DROP period. At 
the end of the DROP period, the participant may receive the balance of the DROP account in a lump-sum 
payment or a direct rollover to another eligible plan, as allowed by the IRS. If the participant continues 
employment after the DROP period ends, they will again accrue membership service and service credit. 
The DROP account cannot be distributed until employment is formally terminated. As of June 30, 2021, 
the balance held by MPERA for MPORS DROP participants was approximately $8.7 million. 


The State is not an employer participant in the MPORS plan. However, because the PERB is a fiduciary 
component unit of the State, this ACFR presents certain information to help ensure compliance with 
GASB 67. In addition, the State provides nonemployer entity contributions classified as special funding in 
accordance with GASB 68. Disclosures made in this financial report for MPORS are meant to reflect the 
aforementioned relationships. 


Summary of Benefits 


Member’s final average compensation (FAC) 

Hired prior to July 1, 1977 — average monthly compensation of final year of service; 

Hired on or after July 1, 1977 — final average compensation (FAC) for last consecutive 36 
months. 

Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of 
a member’s FAC. 


Eligibility for benefit 

Service Retirement: Age 50, with 5 years of membership service, or 20 years of 
membership service, regardless of age. 

Second Retirement: Age 50, reemployed ina MPORS position 


Vesting 
Death and disability rights are vested immediately. 
5 years of membership service. 


Monthly benefit formula 
2.5% of FAC per year of service credit. 
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Second retirement benefit formula for members re-employed in a MPORS position after July 
1, 2017: 
(1) If the member works more than 480 hours in a calendar year and accumulates 
less than 5 years of service credit before terminating again, the member: 
a. ls not awarded service credit for the period of reemployment; 
b. Is refunded the accumulated contributions associated with the period of 
reemployment; 
c. Starting the first month following termination of service receives the same 
retirement benefit previously paid to the member; and 
d. Does not accrue post-retirement benefit adjustments during the term of 
reemployment but receives a Guaranteed Annual Benefit Adjustment (GABA) 
in January immediately following second retirement. 
(2) If the member works more than 480 hours in a calendar year and accumulates 
at least 5 years of service credit before terminating again, the member: 
a. ls awarded service credit for the period of reemployment; 
b. Starting the first month following termination of service receives: 
i. The same retirement benefit previously paid to the member, and 
ii. A second retirement benefit for the period of reemployment calculated 
based on the laws in effect as of the member's rehire date; and 
c. Does not accrue post-retirement benefit adjustments during the term of 
reemployment but receives a GABA: 
i. On the initial retirement benefit in January immediately following second 
retirement, and 
ii. On the second retirement benefit starting in January after receiving that 
benefit for at least 12 months. 
(3)A member who returns to covered service is not eligible for a disability benefit. 


Guaranteed Annual Benefit Adjustment (GABA) 

Hired on or after July 1, 1997, or those electing GABA — after the member has completed 12 
full months of retirement, the member’s benefit increases by a maximum of 3% each 
January, inclusive of all other adjustments to the member’s benefit. 


Minimum benefit adjustment (non-GABA) If hired before July 1, 1997, and member did not 
elect GABA — the monthly retirement, disability, or survivor's benefit may not be less than 
50% of the compensation of a newly confirmed officer of the employer where the member 
was last employed. 


Contributions to the Plan 
Rates are specified by state law for periodic employee, employer, and nonemployer entity contributions. 
The Legislature has the authority to establish and amend contribution rates to the plan. 


Member contributions — Contribution rates are dependent upon the date of hire as a police 
officer. Contributions are deducted from each member’s salary and remitted by the 
participating Employer. For fiscal year 2021: 

¢ If hired prior to July 1, 1975, member contributions as a percentage of salary are 5.80% 

¢ If hired after June 30, 1975, and prior to July 1, 1979, member contributions as a 
percentage of salary are 7.00%; 

¢ If hired after June 30, 1979, and prior to July 1, 1997, member contributions as a 
percentage of salary are 8.50%; and, 

* If hired on or after July 1, 1997, and for members electing GABA, member contributions 
as a percentage of salary are 9.00%. 


Employer Contributions — Employers are required to contribute 14.41% of a member’s 
compensation. 


Nonemployer Entity Contributions — The State contributes 29.37% of a member’s 
compensation from the General Fund. These amounts are considered a special funding 
situation in accordance with GASB 68. 


Firefighters’ Unified Retirement System — The FURS, administered by the MPERA, is a multiple- 
employer, cost-sharing defined benefit plan established in 1981, and governed by Title 19, chapters 2 & 
13, MCA. This system provides retirement benefits to firefighters employed by first- and second-class 
cities, other cities and rural fire district departments that adopt the plan, and to firefighters hired by the 
Montana Air National Guard on or after October 1, 2001. Benefits are established by state law and can 
only be amended by the Legislature. The FURS provides retirement, disability, and death benefits to plan 
members and their beneficiaries. Benefits are based on eligibility, years of service, and compensation. 


Summary of Benefits 
Member’s compensation 
Hired prior to July 1, 1981, and not electing GABA — highest monthly compensation (HMC); 
Hired after June 30, 1981, and those electing GABA — highest average compensation (HAC) 
during any consecutive 36 months. 
Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of 
a member’s highest average compensation. 
Part-time firefighter — 15% of regular compensation of a newly confirmed full-time firefighter. 


Eligibility for benefit 
Service retirement: 20 years of membership service, regardless of age. 
Early Retirement: Age 50, 5 years of membership service. 


Vesting 
Death and disability rights are vested immediately 
5 years of membership service. 


Monthly benefit formula 
Members hired prior to July 1, 1981, and not electing GABA are entitled to the greater of: 
2.5% of HMC per year of service; or 
* if less than 20 years of service — 2% of HMC for each year of service; 
* if more than 20 years of service — 50% of the member’s HMC plus 2% of 
the member’s HMC for each year of service over 20 years. 


Members hired on or after July 1, 1981, and those electing GABA: 2.5% of HAC per year of 
membership service. 


Guaranteed Annual Benefit Adjustment (GABA) 

Hired on or after July 1, 1997, or those electing GABA — after the member has completed 12 
full months of retirement, the member’s benefit increases by a maximum of 3% each 
January, inclusive of all other adjustments to the member’s benefit. 


Minimum Benefit Adjustment (non-GABA) 

If hired before July 1, 1997, and the member did not elect GABA, the monthly retirement, 
disability, or survivor’s benefit may not be less than 50% of the compensation of a newly 
confirmed active firefighter of the employer that last employed the member. 


Contributions to the Plan 

Rates are specified by state law for periodic employee, employer, and nonemployer entity contributions. 
The Legislature has the authority to establish and amend contribution rates to the plan. Effective July 1, 
2013, employer and state contributions are required to be paid on working retiree compensation. Member 
contributions are not required for working retirees. 
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Member contributions to the system — Contributions are deducted from each member’s 
salary and remitted by the participating employer. For members: 
Hired prior to July 1, 1997, and not electing GABA, member contributions as a 
percentage of salary are 9.50%; 
Hired on or after July 1, 1997, and electing GABA, member contributions as a 
percentage of salary are 10.70%. 


Employer contributions to the system — Employers are required to contribute 14.36% of 
member’s compensation. 


Nonemployer entity contributions to the system — The State contributes 32.61% of a 
member’s compensation from the General Fund. 


Volunteer Firefighters’ Compensation Act — The VFCA, administered by the MPERA, is a multiple- 
employer, cost-sharing defined benefit plan that was established in 1965, and governed by Title 19, 
chapter 17, MCA. All members are unpaid volunteers and the State is the only contributor to the plan. 
Benefits are established by state law and can only be amended by the Legislature. The VFCA provides 
pension, disability, and survivorship benefits for all eligible volunteer firefighters who are members of 
qualified volunteer fire companies in unincorporated areas, towns or villages, and includes volunteer fire 
departments, fire districts, and fire service areas under the laws of the State. Benefits are based on 
eligibility and years of service. Member rights are vested after ten years of credited service. The VFCA 
also provides limited benefits for death or injuries incurred in the line of duty. Amember who chooses to 
retire and draw a pension benefit may return to service with a volunteer fire department without loss of 
benefits. However, a returning retired member may not be considered an active member accruing credit 
for service. 


Summary of Benefits 
Eligibility for benefit 
Age 55, 20 years of credited service; 
Age 60, 10 years of credited service. 


Effective July 1, 2011, members who retire on or after July 1, 2011, and have greater than 
30 years of credited service will receive $7.50 per month for each additional year of credited 
service over 30 years if the pension trust fund is actuarially sound, amortizing any unfunded 
liabilities in 20 years or less. This determination will be made annually and a member’s 
benefit will be capped at $250 a month (30 years of credited service) if the amortization 
period grows to greater than 20 years. 


Vesting 
10 years of credited service. 


Monthly benefit formula (effective January 1, 2016) 
$8.75 per year of credited service up to 20 years; 
$7.50 per year of credited service after 20 years 


Contributions to the Plan 


The State, as a nonemployer contributing entity, is the only contributor to the VFCA. Contributions are 5% 
of fire insurance premium taxes collected on certain fire risks. This requires the plan to be treated as a 
special funding situation in accordance with GASB 68. The State Auditor makes annual payments from 
the General Fund to the VFCA fund. Rates are specified by state law for contributions to the VFCA plan. 
The State legislature has the authority to establish and amend contribution rates to the plan. 


Teachers’ Retirement System — The TRS is administered by the Teachers’ Retirement Board (TRB), 
which is the governing body of a mandatory multiple-employer cost-sharing defined benefit pension plan 
that provides retirement services to persons in Montana employed as teachers or professional staff of any 


public elementary or secondary school, community college, or unit of the university system. The TRS, as 
an employer, does not participate in the plan and acts only as the administrator of the plan. 


The TRB is the governing body of the TRS, and the TRS’s staff administer the TRS in conformity with the 
laws set forth in Title 19, chapter 20, MCA, and administrative rules set forth in Title 2, chapter 44 of the 
Administrative Rules of Montana. 


Summary of Benefits 

Through June 30, 2013, all members enrolled in TRS participated in a single-tiered plan ("Tier One"). 
Employees with a minimum of 25 years of service or who have reached age 60 with 5 years of service are 
eligible to receive an annual retirement benefit equal to creditable service years divided by 60 times the 
average final compensation. Final compensation is the average of the highest three consecutive years of 
earned compensation. Benefits fully vest after 5 years of creditable service. Vested employees may retire 
at or after age 50 and receive reduced retirement benefits. Benefits are established by state law and can 
only be amended by the Legislature. 


Beginning July 1, 2013, new members in TRS participate in a second benefit tier ("Tier Two"), which 
differs from Tier One as follows: 


« Tier Two uses a 5-year average final compensation (AFC) (as opposed to 3-year AFC in Tier 
One) 

¢ Tier Two provides for unreduced service retirement benefits at age 60 with 5 years of creditable 
service or at age 55 with at least 30 years of creditable service (rather than at age 60 with 5 years 
of service or at any age with creditable service in 25 years in Tier One) 

« Tier Two provides for early retirement benefits with 5 years of creditable service at age 55 (rather 
than age 50 in Tier One) 

* Tier Two has one percent higher normal employee contribution rate (though a temporary 1% 
supplemental employee contribution rate is also currently in place for Tier One members), and 

« Tier Two provides for an enhanced benefit calculation—1.85% of the AFC multiplied by the years 
of creditable service—for members retiring with at least 30 years of creditable service and at least 
60 years of age (rather than 1.6667 x AFC x years of creditable service) 


A guaranteed annual benefit adjustment (GABA) is payable on January 1 of each calendar year for each 
retiree who has received at least 36 monthly retirement benefit payments prior to that date. The GABA is 
applicable to both Tier One and Tier Two members. The GABA for Tier One members is 1.5% of the 
benefit payable as of January 1. For Tier Two members, the GABA each year may vary from 0.5% to 
1.5% based on the retirement system’s funding status and the period required to amortize any unfunded 
accrued actuarial liability as determined in the prior actuarial valuation. 


Contributions to the System 
All active employees in the TRS, regardless of employer type, are required to provide a contribution equal 
to 8.15% of their compensation. 


All State and University employers are required to contribute 11.55% of compensation provided to an 
active, non-reemployed member. All school districts and other employers are required to contribute 9.17% 
of an active, non-reemployed, member's compensation to the System. 


Section 19-20-605, MCA, requires each employer to contribute 9.85% of total compensation paid to all 
reemployed TRS retirees employed in a TRS reportable position. Pursuant to Section 19-20-609, MCA, 
this amount shall increase by 1.00% for fiscal year 2014 and increase by 0.10% each fiscal year through 
2024 until the total employer contribution is equal to 11.85% of reemployed retiree compensation. 


The TRS receives a portion of the total required statutory contributions directly from the State for all 
employers. The employers are considered to be in a special funding situation, and the State is treated as 
a nonemployer contributing entity in the TRS. The System receives 0.11% of earned compensation from 
the General Fund for all TRS members. The TRS also receives 2.38% of earned compensation from the 
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General Fund for TRS members employed at school districts, community colleges, educational 
cooperatives, and counties in Montana. Finally, the State is also required to contribute $25.0 million in 
perpetuity payable July 1 of each year. The Legislature has the authority to establish and amend 
contribution rates to the plan. 


(2) Actuarial Assumptions 


For all plans administered by MPERA, the total pension liability used to calculate the net pension liability/ 
(asset) for each plan was determined by an actuarial valuation date indicated in the table below using the 
following actuarial assumptions, applied to all periods included in the measurement, with update 
procedures used to roll forward the total pension liability to June 30, 2020. For the TRS plan, the total 
pension liability used to calculate the net pension liability as of June 30, 2020, is based on the results of 
an actuarial valuation as of July 1, 2020. Therefore, no update procedures were used for TRS to roll 
forward the total pension liability to the measurement date. The significant assumptions and other inputs 
used to measure the total pension liability were the following: 


PERS- 


| Administrator | ERA 


Valuation June 30, 2019 July 1, 2020 
Date 

Actuarial 

Experience May 2017 May 2018 
al 


‘inflation —_| 2.40% 2.40 % 


3.25% to 7.76% for 


Total Wage Fae 
non-university 


Increases, 3.50% to 3.50% to 3.50% to 3.50% to 3.50% to 3.50% to 


including 10.02% 10.02% 8.47% 10.02% 10.33% 10.02% members 


4.25% for university 


inflation manibers 


a 


a Growth ai 


0 to 4.51% for non- 

None 0106.30% |0t06.30% |0t04.80% |0106.30% |0106.60% |0to 6.30% mney mens 
1.00% for university 

members 


Investment 7.34% 

Return 

Administrativ $202.0 

e Expense as | 0.08% 0.18% 0.16% 0.30% 0.16% 0.15% 0.13% thousand 
a % of Payroll 


Post- 
retirement 
Benefit 
Increases 
and GABA 


Post- 
retirement 
Benefit 
Increases - 
Waiting 
Period 


Post- 
retirement 
Benefit 
Increases - 
Minimum 
Benefit 
Adjustment 


7/1/1997 or 


Pre-7/1/1997 
and did 

not elect 
GABA: 
benefits 
increase 
same 


as salary of 
sitting judge. 


Pre-7/1/2007 
- 3.0% 
7/1/2007 
through 
6/30/2013 - 
1.5% 
7/1/2013 - 
(a) 1.5% for 
each year if 
PERS is 


funded at or 
7/1/1997 or above 90%: Tier One members - 


elected Pre-7/1/2007 (b) 1.5%is Pre-7/1/2007 | 7/1/1997 or } 7/1/1997 or 1.5% 
GABA - - 3.0% . elected Tier Two members - 
3.0% 71/2007. _ | feduced by - GABA - equal to or greater 
7/1/2013- | 4.5% 0.1% for 3.0% than 0.5% but no 
1.5% each more than 1.5% 

2% PERS is 

funded 

below 90%; 

and, 

(c) 0% 

whenever 

the 

amortization 


period is 40 
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more 


Pre-7/1/2013 
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7/1/2013 - 
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2% x service 
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5.0% over monthly 

current salary of 

benefit and new officer |... 

firefighter 

may 
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60% of base 

salary of 

probationary 

officer. 
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Mortality among 
contributing 
members, service 
retired members, and 
beneficiaries are 
based on RP-2000 
Healthy Combined 
Mortality Table 
projected to 2022 
adjusted for partial 
credibility setback for 
two years. The tables 
include margins for 
mortality 
improvements which 
is expected to occur 
in the future. 

ity among 

led members 
are based on 
RP-2000 Disabled 
Mortality Table for 
Males, set back three 
years, with mortality 
improvements 
projected by Scale 
BB to 2022, and 
RP-2000 Disabled 
Mortality Table for 
Females, set forward 
two years, with 
mortality 
improvements 
projected by Scale 
BB to 2022. 


Mortality assumptions among contributing members, terminated vested members, service retired members, and 
beneficiaries are based on RP-2000 Combined Employee and Annuitant Mortality Tables projected to 2020 using 


Scale BB, set back one year for males. Mortal 
Mortality assumptions among disabled retirees are based on RP-2000 Combined Employee and Annuitant Mortality — | gisapy 
Tables. 


Changes in actuarial assumptions and methods: For JRS, PERS-DBRP, SRS, MPORS, FURS, and 
VFCA, the discount rate was lowered from 7.65% to 7.34%. For HPORS, the discount rate was lowered 
from 7.65% to 4.43%. For GWPORS, the discount rate was lowered from 7.65% to 5.65%. For TRS, the 
discount rate was lowered from 7.50% to 7.34%. For JRS, HPORS, GWPORS, PERS-DBRP, SRS, 
MPORS, FURS, VFCA, the investment rate of return was lowered from 7.65% to 7.34%. For TRS, the 
investment rate of return was lowered from 7.50% to 7.34%. For JRS, HPORS, GWPORS, PERS-DBRP, 
SRS, MPORS, FURS, VFCA, the inflation rate was reduced from 2.75% to 2.40%. For TRS, the inflation 
rate was reduced from 2.50% to 2.40%. 


Changes in benefit terms: There have been no changes in benefit terms since the previous measurement 
date, for JRS, HPORS, GWPORS, PERS-DBRP, SRS, MPORS, FURS, VFCA, and TRS. 


Changes in proportionate share: Because the State is the single employer for JRS and HPORS, there 
were no changes in proportion of the net pension assets for JRS plan and the net pension liability for 
HPORS plan. Between the measurement date of the net pension liability (asset) and the State’s reporting 
date, the investment rates of return of JRS and HPORS were substantially higher than the investment 
rates of return assumption. Therefore, the State's net pension assets for JRS are expected to increase 
and the State's net pension liability for HPORS are expected to decrease. 


Changes in proportionate share: Between the measurement date of the collective net pension liability and 
the State’s reporting date, the investment rate of return of GWPORS was substantially higher than the 
investment rate of return assumption. Therefore, the State’s proportionate share of the collective net 
pension liability as the State’s primary government employer, and the State’s discretely presented 
component units are expected to change. The State still reports 100.0% GWPORS plan, and the total 
plan net pension liability are expected to decrease. 


Changes in proportionate share: Between the measurement date of the collective net pension liability and 
the State’s reporting date, the investment rates of return of PERS-DBRP, SRS, MPORS, FURS, and TRS 
plans were substantially higher than the investment rates of return assumption. Therefore, the State’s 
proportionate share amounts of the collective net pension liability as the State’s employer and non- 
employer contributing entity in applicable plans are expected to decrease. 


Changes in proportionate share: Because the State is the only contributing entity, there were no changes 
in proportion of the net pension liability for VFCA plan. The State reports 100.0% VFCA plan. Between the 
measurement date of the collective net pension liability and the non-employer’s reporting date, the 
investment rate of return of VFCA was substantially higher than the investment rate of return assumption. 
Therefore, the State's non-employer proportionate share of the collective net pension liability is expected 
to decrease. 


(3) Discount Rate 


The discount rate used to measure the total pension liability was 7.34% for JRS, 4.43% for HPORS, 
5.65% for GWPORS, and 7.34% for SRS. The projection of cash flows used to determine the discount 
rate assumed that contributions from participating plan members and employers will be made based on 
the PERB’s funding policy, which establishes the contractually required rates under MCA. Based on those 
assumptions, each pension plan’s fiduciary net position was projected to be adequate to make all the 
projected future benefit payments of current plan members through the year 2106 for JRS, 2129 for 
HPORS, 2120 for GWPORS, and 2121 for SRS. Therefore, the long-term expected rate of return on 
pension plan investments was applied to all periods of projected benefit payments to determine the total 
pension liability. A municipal bond rate was not incorporated in the discount rate for JRS and SRS. A 
municipal bond rate of 2.19% was incorporated in the discount rate for HRORS and GWPORS. 


The discount rate used to measure the total pension liability for PERS-DBRP, MPORS, and FURS was 
7.34%. The projection of cash flows used to determine the discount rate assumed that contributions from 
participating plan members, employers, and nonemployer contributing entity will be made based on the 
PERB’s funding policy, which establishes the contractually required rates under MCA. Based on those 
assumptions, each pension plan’s fiduciary net position was projected to be adequate to make all the 
projected future benefit payments of current plan members through the year 2123 for PERS-DBRP, 2134 
for MPORS, and 2133 for FURS. Therefore, the long-term expected rate of return on pension plan 
investments was applied to all periods of projected benefit payments to determine the total pension 
liability. A municipal bond rate was not incorporated in the discount rate. 


The discount rate used for VFCA to measure the total pension liability was 7.34%. The projection of cash 
flows used to determine the discount rate assumed that contributions from the nonemployer contributing 
entity will be made based on the PERB’s funding policy, which establishes the contractually required rates 
under MCA. Based on those assumptions, the VFCA’s fiduciary net position was projected to be adequate 
to make all the projected future benefit payments of current plan members through the year 2112. A 
municipal bond rate was not incorporated in the discount rate. 


The discount rate used to measure the total pension liability for TRS was 7.34%. The projection of cash 
flows used to determine the discount rate assumed that contributions from participating plan members, 
employers, and nonemployer contributing entity will be made based on the TRB’s funding policy, which 
establishes the contractually required rates under MCA. Based on those assumptions, the TRS’s fiduciary 
net position was projected to be adequate to make all the projected future benefit payments of current 
plan members through the year 2124. Therefore, the long-term expected rate of return on pension plan 
investments was applied to all periods of projected benefit payments to determine the total pension 
liability. A municipal bond rate was not incorporated in the discount rate. 
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(4) Target Allocations 


The long-term expected return on pension plan assets is reviewed as part of the regular experience study 
prepared for the JRS, HPORS, GWPORS, PERS-DBRP, SRS, MPORS, FURS, and VFCA plans 
administered by MPERA. The most recent analysis of each plan, performed for the six-year period ended 
June 30, 2016, is outlined in a report dated May 2017, and can be located on the MPERA website. The 
assumed long-term expected return on pension plan assets is reviewed as part of the regular experience 
studies prepared for the TRS. The most recent analysis, performed for the period covering fiscal years 
2013 through 2017, is outlined in a report dated May 3, 2018. The long-term expected rate of return on 
pension plan investments was determined by considering information from various sources, including 
historical rates of return, rate of return assumptions adopted by similar public pension systems, and by 
using a building-block method in which best-estimate ranges of expected future real rates of return 
(expected returns, net of pension plan investment expense and inflation) are developed for each major 
asset class. These ranges were combined to produce the long-term expected rate of return by weighing 
the expected future real rates of return by the target asset allocation percentage and by adding expected 
inflation. The average long term capital market assumptions published in the Survey of Capital Market 
Assumptions 2020 Edition by Horizon Actuarial Service, LLC, yield a median real return of 4.94%. 
Assumed inflation is based on the intermediate inflation assumption of 2.40% in the 2020 OASDI Trustees 
Report used by the Chief Actuary for Social Security to produce 75 year cost projections. Combining 
these two results yields a nominal return of 7.34%. All the plans administered by MPERA and TRS have 
the same target allocation and long-term expected real rate of return. The target allocation and best 
estimates of the arithmetic real rates of return for each major asset class as of June 30, 2020, are 
summarized in the table below: 


Target Asset Long-term Expected 


Asset Class Allocation Real Rate of Return 
Domestic Equity 30.00% 6.19% 
International Equity 16.00% 6.92% 
Private Investments 14.00% 10.37% 
Natural Resources 4.00% 3.43% 
Real Estate 9.00% 5.74% 
Core Fixed Income 20.00% 1.57% 
Non-Core Fixed Income 5.00% 3.97% 
Cash 2.00% 0.11% 


Total 100.00% 


(5) Change in Net Pension Liability (Asset) 


A schedule of changes in the net pension liability (asset) is presented for each of the single-employer 
defined benefit plans (amounts expressed in thousands). The date in the schedules is a measurement 
date, which is one year earlier than the financial reporting date. 


JRS 
Total Pension —_ Plan Fiduciary Net Pension 
Liability Net Position Liability/(Asset) 
Balances at 6/30/2019 $ 65,319 §$ 104,886 $ (39,567) 
Service costs 1,748 — 1,748 
Interest 4,842 _ 4,842 
Difference between expected and actual experience (262) _ (262) 
Changes of assumptions 1,912 _— 1,912 
Contributions - employer _ 1,988 (1,988) 
Contributions — member — 560 (560) 
Net investment income — 2,827 (2,827) 
Refunds of contributions _ _— _— 
Benefit payments (4,038) (4,038) _— 
Plan administrative expense _ (157) 157 
Other changes — _ _ 
Net changes 4,202 1,180 3,022 
Balances at 6/30/2020 $ 69,521 $ 106,066 _$ (36,545) 
HPORS 
Total Pension _ Plan Fiduciary Net Pension 
Liability Net Position Liability 

Balances at 6/30/2019 $ 237,728 $ 152,778 $ 84,950 

Service costs 3,337 _ 3,337 

Interest 17,688 _ 17,688 

Difference expected and actual experience (993) _ (993) 

Changes in assumptions 141,055 _ 141,055 

Contributions — employer — 6,003 (6,003) 

Contributions — non-employer (State) — 226 (226) 

Contributions — member _— 2,170 (2,170) 

Net investment income _— 4,101 (4,101) 

Refund of contributions (331) (331) —_ 

Benefit payments (12,685) (12,685) _ 

Plan administrative expense —_ (163) 163 

Other changes — (131) 131 

Net changes 148,071 (810) 148,881 


Balances at 6/30/2020 $ 385,799 $ 151,968 $ 233,831 
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Balances at 6/30/2019 
Service costs 
Interest 


Difference between expected 
and actual experience 


Changes in assumptions 
Contributions - employer 
Contributions - member 
Net investment income 
Refunds of contributions 
Benefit payments 

Plan administrative expense 
Other changes 

Net changes 

Balances at 6/30/2020 


GWPORS 
State as Primary Government State’s Discretely Presented Total State (Plan) 
Employer Component Units 
Total Plan Net Total Plan Net Total Plan Net 


Pension a Pension Pension dares Pension 
Liability Position Liability | Liability Position Liability 


$ 234,679 $ 196,044 $ 38,635]$ 12,334 $ 10,304 $ 2,030]$ 247,013 $ 206,348 $ 40,665 


Pension es Pension 
Liability Position Liability 


7,622 — 7,622 8,029 — 8,029 
17,595 — 17,595 18,535 — 18,535 
(1,924) — (1,924) (2,027) — (2,027) 
81,606 — 81,606 85,967 — 85,967 
— 4622 (4,622) — 4868 (4,868) 
— 5509 — (5,509) — 5,803 — (5,803) 
— 5,300 (5,300) — 5583 (5,583) 
(1,139) (1,139) = (1,200) (1,200) = 
(7,829) (7,829) = (8,247) (8,247) = 
= (228) 228 = (241) 241 
(200) (171) (29) = (4) 4 
95,731 6,064 89,667) 5,326 498 4,828] 101,057 6,562 94,495 


$ 330,410 $ 202,108 $ 128,302|$ 17,660 $ 10,802 $ 6,858}$ 348,070 $ 212,910 $ 135,160 


) The Changes in Net Pension Liability table is only provided at the system level. The ending balances and the components of the changes 
are derived from the primary government's proportionate share of the total plan balances and the discretely presented component unit's 
proportionate share of the total plan balances. Due to the change in proportionate share in each year, the other changes line item includes 
the difference between the proportionate share of the balances and the preliminary calculated balances. 


(6) Sensitivity Analysis 


In accordance with GASB 68 regarding the disclosure of the sensitivity of the net pension liability/(asset) 
to changes in the discount rate, the table below presents the net pension liability/(asset), of the plans 
administered by MPERA and TRS, calculated using the discount rate of 7.34% for JRS, PERS-DBRP, 
SRS, MPORS, FURS, VFCA, and TRS; 4.43% for HPORS; and 5.65% for GWPORS; as well as what the 
net pension liability/(asset) would be if it were calculated using a discount rate that is 1.00% lower (6.34% 
for JRS, PERS-DBRP, SRS, MPORS, FURS, VFCA, and TRS; 3.43% for HPORS, and 4.65% for 
GWPORS) or 1.00% higher (8.34% for JRS, PERS-DBRP, SRS, MPORS, FURS, VFCA, and TRS; 5.43% 
for HPORS, and 6.65% for GWPORS) than the current rate. 


Sensitivity of the Plan Participating Employer and Nonemployer Contributing Entities 
Net Pension Liability (Asset) to Changes in the Discount Rate 
(amounts expressed in thousands) 


Plan JRS HPORS GWPORS PERS-DBRP = SRS MPORS — FURS VFCA TRS 
| @ | 10% Decrease $ (29,733) $306,955 $ 184,487 $ 1,498,548 $ 9,226 $ — $ 6020 $ — $ 30,499 
: 2s Current (36,545) 233,831 128,302 1,088,713 5,800 _ 3,722 — 22,906 
g 41) 4 0% Increase (42,413) 177,819 83,222 744,453 2,998 — 1,876 — 16,553 
= 1.0% Decrease _ _ _ 516,210 — 233,100 171,222 13,962 1,094,843 
E i Current _ — — 375,032 — 163,514 105,867 9,106 822,282 


1.0% Increase — — =— 256,444 — 108,001 53,353 5,002 594,239 
1.0% Decrease — =_ 9,861 278,065 _ — _ — 38,488 
Current — — 6,858 202,017 — — — — 28,906 
1.0% Increase — — 4,448 138,138 — — — — 20,890 


Discretely 
Presented 
Component 
Units 


25 1.0% Decrease _ _ — 2,644 _ _— _ _ — 
2 a Current = = = 1,921 _ _— = = a 
“S 11.0% Increase _— — — 1,314 — = — — — 
1.0% Decrease (29,733) 306,955 194,348 2,295,467 9,226 233,100 177,242 13,962 1,163,830 

E Current (36,545) 233,831 135,160 1,667,683 5,800 163,514 109,589 9,106 874,094 


1.0% Increase $ (42,413) $177,819 $ 87,670 $ 1,140,349 $ 2,998 $108,001 $ 55,229 $ 5,002 $631,682 


(7) Net Pension Liability (Asset), Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions 


In accordance with GASB 68, the employer is required to recognize and report certain amounts 
associated with its participation in the JRS, HPORS, and GWPORS, the plans the State participates in as 
a single-employer. GASB 68 became effective June 30, 2015, and includes requirements for participant to 
record and report its net pension liability (NPL) or net pension asset (NPA), pension expense, deferred 
inflows of resources, and deferred outflows of resources associated with pensions. In accordance with 
GASB 68, employers and the nonemployer contributing entities are required to recognize and report 
certain amounts associated with their participation in the PERS-DBRP, SRS, MPORS, FURS, VFCA, and 
TRS. GASB 68 became effective June 30, 2015, and includes requirements for participants to record and 
report their proportionate share of the collective net pension liability, pension expense, deferred inflows of 
resources, and deferred outflows of resources associated with pensions. The proportionate shares were 
determined based on contributions made to the plan by employers and the nonemployer contributing 
entity in a special funding situation, when a plan has the nonemployer contributing entity, during the 
measurement period July 1, 2019, through June 30, 2020, relative to the total contributions received from 
all participating employers and the nonemployer contributing entity. Due to the existence of the special 
funding situation in the PERS-DBRP, FURS, MPORS, VFCA, and TRS, the State is required to report a 
proportionate share of the collective net pension liability that is associated with the non-State employers 
in these plans, respectively. 
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Net Pension Liability (Asset): The following presents the state's net pension liability as of June 30, 
2021 (amounts presented in thousands): 


Metabllty Meabllty Percent of Percent of Change in 
Plan as of Measurement Date (Asset) as of (Asset) as of NPL/NPAas NPL/NPAas Percent of 
6/30/2019 6/30/2020 of 6/30/2019 —_ of 6/30/2020 NPL/NPA 
JRS Primary government $ (39,567) $ (36,545) 100 % 100 % —% 
HPORS Primary government 84,950 233,831 100 % 100 % —% 
Primary government 38,635 128,302  95.007027%  94.926189%  (0.080838)% 
GWPORS __ | Discretely presented component units 2,030 6,858 4.992973 % 9.073811 % 0.080838 % 
State of Montana totals 40,665 135,160 100 % 100 % —% 


Collective Net Pension Liability: The following presents the state's proportionate share of the 
collective net pension liability as of June 30, 2021 (amounts presented in thousands). 


PERS-DBRP 


SRS 


MPORS 


FURS 


VFCA 


TRS 


: : Percent of Percent of Change in 
Plan as of Measurement Date Labi asf Lb sof res re Pataca 
6/30/2019" 6/30/2020 NPL 

Primary government $ 866,431 $ 1,088,713  41.440995%  41.267072% — (0.173923)% 
Discretely presented component units 156,990 202,017 7.517256 % 7.657348 % 0.140092 % 
Fiduciary component units 1,488 1,921 0.071053 % 0.072815 % 0.001762 % 
Nonemployer contributing entity 303,530 375,032 14.522915% 14215404 %  (0.307511)% 
State of Montana totals 1,328,439 1,667,683  63.552219%  63.212639%  — (0.339580)% 
4,067 5,800 4.876949% 4.758893 % — (0.118056)% 
133,487 163,514 67.063878 % 6.853347 .% — (0.210531)% 
Primary government 2,309 3,722 2.013129 % 2.378643 % (0.365514 % 
Nonemployer contributing entity 79,524 105,867 69.323577%  67.656380%  (1.667197)% 
State of Montana totals 81,833 109,589  71.336706%  70.035023%  (1.301683)% 
6,907 9,106 100 % 100 % —% 
Primary government 19,118 22,906 0.991432 % 1.018287 % 0.026855 % 
Discretely presented component units 27,375 28,906 1.419681 % 1.285043 % —(0.134638)% 
Nonemployer contributing entity 715,637 822,282 = 37.112880%  36.554642 %  (0.558238)% 
State of Montana totals 762,130 874,094 39.523993%  38.857972%  (0.666021)% 


) The breakdown of the PERS-DBRP net pension liability as of 6/30/2019 were restated applying the allocation method for note disclosure. 


Pension Expense 


The State recognized the following pension expenses for the State as the primary government employer, 
the State's discretely presented component units, and the State's fiduciary component units, and pension 
grant expenses for the State as nonemployer contributing entity, for the year ended June 30, 2021 


(amounts presented in thousands): 


Primary Government 


Plan State as Peat shh Piety 
Employer Contributing Component ae Total 
Entity Units 

JRS $ 1,243 $ — $ — $ —$ 1,243 
HPORS 48,232 ze = = 48,232 
GWPORS 25,886 ee 1,355 = 27,241 
PERS-DBRP ") 167,295 115,099 34,829 344 317,567 
SRS 354 = = = 354 
MPors ” _ 29,464 — = 29,464 
FURS ") 832 21,039 = — 21,871 
VFCA “) _ 1,844 = = 1,844 
TRs ®) 2,982 90,792 14,666 _ 108,440 


(") Of the total pension expense for the State as a nonemployer contributing entity, $1.1 million is the grant 
expense for special funding support provided by the General Fund to local government and school district 
participants, $34.0 million is the grant expense for special funding support provided by the General Fund as 
a statutory appropriation for all participating employers; $80.1 million is the pension expense that is 
actuarially allocated to the State as a nonemployer contributing entity. 


®) The grant expense for the State as a nonemployer contributing entity is for special funding support 
provided by the General Fund for its proportionate share of the collective MPORS pension expense that is 
associated with other employer participants in the plan. 


® The grant expense for the State as a nonemployer contributing entity is for special funding support 
provided by the General Fund for its proportionate share of the collective FURS pension expense that is 
associated with other employer participants in the plan. 


The grant expense for the State as a nonemployer contributing entity is for special funding support 
provided by a portion of fire tax premiums paid to the State and transferred to MPERA for its proportionate 
share of the collective VFCA pension expense that is associated with other employer participants in the 
plan. 


©) The grant expense for the State as a nonemployer contributing entity is for special funding support 
provided by the General Fund for its proportionate share of the collective TRS pension expense that is 
associated with other employer participants in the plan. 


Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pensions 
As of the fiscal year ended June 30, 2021, the State reported deferred outflows of resources and deferred 
inflows of resources related to pensions from the following sources (amounts presented in thousands): 


JRS Deferred Outflows Deferred Inflows 
of Resources of Resources 

Differences between expected and actual 
experience $ 1,372 $ 921 
Changes of assumptions 1,434 _ 
Net difference between projected and actual 4.135 = 
earnings on pension plan investments : 
Contributions subsequent to the measurement 2.138 _ 


date 
Totals $ 9,079 $ 921 
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HPORS 


Deferred Outflows Deferred Inflows 


of Resources of Resources 
Differences between expected and actual 
experience $ 1,354 $ 745 
Changes of assumptions 105,791 — 
Net difference between projected and actual 5 982 _ 
earnings on pension plan investments : 
Contributions subsequent to the measurement 6.599 _ 
date : 
Totals $ 119,726 $ 745 
Primary Government piste ey hee d Total 
GWPORS Deferred Deferred Deferred Deferred Deferred Deferred 
Outflows of Inflows of | Outflows of Inflows of | Outflows of Inflows of 
Resources Resources | Resources Resources | Resources Resources 
Difference between expected and actual 
experience $ 3,053 $ 4,232 |$ 163 $ 226 |$ 3,216 §$ 4,458 
Changes in assumptions 66,400 _— 3,549 _ 69,949 _— 
Net difference between projected and actual 
earnings on pension plan investments 7,900 a aoe 8,322 ~~ 
Changes in proportion and differences between 
employer contributions and proportionate share of 168 139 39 68 207 207 
contributions 
Contributions subsequent to the measurement 
data 5,165 — 229 — 5,394 _— 
Totals $ 82,686 $ 4,371 |$ 4,402 $ 294 |$ 87,088 $ 4,665 
Primary Government . nee 
Stat N Discretely Presented | Fiduciary Component 
ate as Nonemployer Component Units Units 
State as Employer Contributing Entity . 
PERS-DBRP 
Deferred Deferred Deferred Deferred 
Deferred Deferred Deferred Deferred 
ee Inflows of ca Inflows of one Inflows of a Inflows of 
Recourene Resources Fesoltces Resources Recourse Resources Resources Resources 
Difference between 
expected and actual $ 17,574 $ 31,128 )$ 6,054 $ 10,723)$ 3,261 $ 5,776|$ 31 $ 55 
experience 
Change of assumptions 75,389 _— 25,970 _— 13,989 — 133 _— 
Net difference between 
projected and actual - a = = 
earnings on pension plan 94,273 32,474 17,493 167 
investments 
Changes in proportion and 
differences between 
employer contributions and 36,201 47,596 51,635 92 _— 7,065 — 59 
proportionate share of 
contributions 
Contributions subsequent to 
the measurement date 65,720 _ 21,180 13,037 = 121 ~~ 
Totals $ 289,157 $ 78,724/$ 137,313 $ 10,815)$ 47,780 $ 12,841 |$ 452 $ 114 


Deferred Outflows Deferred Inflows 


ice of Resources of Resources 
Difference between expected and actual 
experience $ 263 $ 2 
Changes of assumptions 1,193 903 
Net difference between projected and actual 713 _ 
earnings on pension plan investments 
Changes in proportion and differences between 
employer contributions and proportionate share of — 252 
contributions 
Contributions subsequent to the measurement 607 _ 
date 
Totals $ 2,776 $ 1,157 


Deferred Outflows 


Deferred Inflows 


MEARS of Resources of Resources 
Difference between expected and actual 
experience $ 7,838 $ 516 
Change of assumptions 13,895 — 
Net difference between projected and actual 12.716 _ 
earnings on pension plan investments : 
Changes in proportion and differences between 
employer contributions and proportionate share of 954 1,265 
contributions 
Contributions subsequent to the measurement 
data 17,395 = 
Totals $ 52,798 $ 1,781 
Primary Government 
State as Nonemployer 
State as Employer Contributing Entity 
FURS 
Deferred Deferred 
outflows of erg outflows of me 
Resources sequicae Resources Reeourese 
Difference between expected and actual 
experience $ 253 $ 19|$ 7,206 $ 551 
Change of assumptions 661 — 18,807 — 
Net difference between projected and actual 
earnings on pension plan investments ave 7 13,091 ~~ 
Changes in proportion and differences between 
employer contributions and proportionate share of 120 12 2,330 2,671 
contributions 
Contributions subsequent to the measurement 665 = 17.897 as 
date ; 
Totals $ 2177 $ 31 1$ 59,831 $ 3,222 
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VFCA Deferred Outflows Deferred Inflows 
of Resources of Resources 
Difference between expected and actual 
experience $ 250 $ 58 
Change of assumptions 897 _— 
Net difference between projected and actual 4.690 = 
earnings on pension plan investments : 
Contributions subsequent to the measurement 2578 ” 
date i 
Totals SANS 
Primary Government . 
Stat N Discretely Presented 
ate as Nonemployer Component Units 
TRS State as Employer Contributing Entity ig 


Deferred Deferred Deferred Deferred Deferred Deferred 
Outflows of Inflows of | Outflowsof Inflows of | Outflowsof Inflows of 
Resources Resources | Resources Resources | Resources Resources 


Difference between expected and actual 

experience $ 222 $ —|$ 7,971 $ —|$ 281 $ _ 
Change of assumptions 1,200 26 43,066 945 1,514 33 
Net difference between projected and actual 4.605 _ 57.604 = 2.025 = 


earnings on pension plan investments 


Changes in proportion and differences 
between employer contributions and 863 526 5,295 29,257 12,983 48 
proportionate share of contributions 


Contributions subsequent to the 
measurement date 1,455 = 46,701 = 14,648 = 


Totals $ 5,345 $ 552}$ 160,637 $ 30,202 | $ 31,451 $ 81 


The amounts reported in the tables above as deferred outflows of resources related to pensions resulting 
from the contributions made subsequent to the June 30, 2020, measurement date will be recognized as a 
reduction of the net pension liability (asset) in the fiscal year ended June 30, 2022. 


Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
pensions will be recognized in pension expense as follows (amounts presented in thousands): 


Year ended June 30: JRS HPORS SRS MPORS VFCA 

2022 $ 849 §$ 36,457 $ (272) $ 10,251 $ 157 
2023 2,298 37,357 467 11,881 1,065 
2024 1,846 37,088 456 8,552 564 
2025 1,027 1,480 361 2,938 393 
2026 _ _ _ _ _ 


Thereafter _— — _ _— _ 
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GWPORS 
Year ended June 30: Primary hota Total 
Government Component 
Units 
2022 $ 19,360 $ 1,006 $ 20,366 
2023 18,220 968 19,188 
2024 17,696 944 18,640 
2025 17,874 961 18,835 
2026 — — — 
Thereafter _— _— _— 
PERS-DBRP 
Primary Government Discretely a 
Year ended June 30: State as Presented Fiduciary 
Stateas  Nonemployer Component Component 
Employer Contributing Units Units 
Entity 
2022 $ 29,644 § 67,311 $ (584) $ = 
2023 58,576 18,547 12,004 117 
2024 32,940 11,347 6,112 58 
2025 23,553 8,113 4,370 42 
2026 — — — — 
Thereafter _— — _— _— 
FURS 
Primary Government 
Year ended June 30: State as 
State as Nonemployer 
Employer = Contributing 
Entity 
2022 $ 279 $ 8,463 
2023 372 10,335 
2024 325 8,840 
2025 209 5,855 
2026 — — 
Thereafter 296 5,219 
TRS 
Primary Government Diseretely 
Year ended June 30: State as Presented 
State as Nonemployer Component 
Employer Contributing Units 
Entity 
2022 $ 1,120 $ 22,432 $ 8,512 
2023 1,017 22,679 5,326 
2024 798 24,166 2,376 
2025 403 14,457 508 
2026 — — — 


Thereafter — — — 
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E. Legal Actuarial Status of Plans 


The Montana Constitution, Article VIII, Section 15, and Section 19-2-409, MCA state that public retirement 
systems shall be funded on an actuarially sound basis. To maintain a fund on an actuarially sound basis, 
the rate of contributions should fund the normal cost, in addition to amortizing the unfunded liability over a 
period not to exceed 30 years. 


A traditional funding actuarial valuation of each of the defined benefit plans is performed annually. The 
purpose of the traditional funding actuarial valuation is to measure funding progress and to determine the 
actuarial determined contribution, contribution sufficiency or deficiency, and other actuarial information 
necessary for monitoring funding position. The most recent actuarial valuation was performed for fiscal 
year ended June 30, 2021. The statutory funding rate is tested in the valuation of each public retirement 
plan to determine if it is sufficient to cover the normal cost rate plus an amortization payment of the 
unfunded actuarial liability, if any, within 30 years. As of June 30, 2021, the Game Warden & Peace 
Officers’ Retirement System (GWPORS) was not in compliance and did not amortize within 30 years. 


F. Public Employee Defined Contribution Retirement Plans 


Public Employees’ Retirement System-Defined Contribution Retirement Plan — The Public 
Employees’ Retirement System - Defined Contribution Retirement Plan (PERS-DCRP) is a multiple 
Employer plan established July 1, 2002, and governed by Title 19, Chapters 2 & 3, MCA. This plan is 
available to eligible employees of the State, Montana University System, local governments, and school 
districts. All new PERS members are initially members of the PERS-DBRP and have a 12-month window 
during which they may choose to transfer to the PERS-DCRP, or remain in the PERS-DBRP., by filing an 
irrevocable election. If an election is not filed, the member remains in the PERS-DBRP. Members may not 
be members of both the defined contribution and defined benefit retirement plans. The PERS-DCRP 
provides retirement, disability, and death benefits to plan members and their beneficiaries. 


Member and employer contribution rates are established by state law and may be amended only by the 
Legislature. Employees contribute at a rate of 7.90% of their compensation. Contributions made to the 
plan by an employee remain 100% vested in their interest. Members who achieve 5 years of employment 
are vested in the plan. Should they terminate prior to this 5-year period, all employer contributions are 
forfeited to the plan. Amounts forfeited are held in a separate plan forfeiture account and can only be used 
to pay the administrative expenses, including startup costs, of the plan. Total pension expense for the 
State as a PERS-DCRP employer for the year ended June 30, 2021, is $9.7 million and, contribution 
forfeitures were $643.0 thousand. 


Local government entities contribute 8.77% of member compensation. School district employers 
contributed 8.50% of member compensation. The State contributes 0.10% of member compensation on 
behalf of local government entities and 0.37% of member compensation on behalf of school district 
entities. Each State agency and University employer contributed 8.87% of member compensation. 


The total contribution rate of 8.87%, referenced in the preceding paragraph, is allocated as follows: 8.53% 
to the member’s retirement account; 0.04% to the defined contribution education fund; and 0.30% to the 
defined contribution Other Post Employment Benefit (OPEB) disability plan. 


The PERS-DCRP also administers an OPEB disability plan. Refer to PERB's annual financial report for 
additional information related to this portion of the plan. 


457(b)-Deferred Compensation Plan — The 457(b)-Deferred Compensation Plan (457(b)-Plan) is a 
voluntary supplemental retirement savings plan established in 1974. The Deferred Compensation Plan is 
governed by Title 19, Chapter 50, MCA, in accordance with Internal Revenue Code (IRC) Section 457. 
This plan is available to all employees of the State, Montana University System, and contracting political 
subdivisions. The State and 62 non-state entity employers participate in the 457(b)-Plan. 


Assets of the Deferred Compensation Plan are required to be held in trusts, custodial accounts, or 
insurance company contracts for the exclusive benefit of participants and their beneficiaries. Empower 
Retirement™ is the record keeper for the plan. Participants elect to defer a portion of their salary, within 
IRC limits. The deferred salary is not available to employees until separation from service, retirement, 
death, or upon an unforeseeable emergency while still employed, provided IRS-specified criteria are met. 


G. Montana University System Retirement Program 


Montana University System-Retirement Program (MUS-RP) — This system was established in January 
1988 and is underwritten by the Teachers Insurance and Annuity Association (TIAA). Effective July 1, 
1993, MUS-RP was made the mandatory retirement plan for new faculty and administrative staff with 
contracts under the authority of the Board of Regents, previously referred to as the Optional Retirement 
Program (ORP). The MUS-RP is a defined contribution retirement plan governed by Title 19, Chapter 21, 
MCA. Combined contributions to the faculty and professional staff plan cannot exceed 13% of the 
participant's compensation per Section 19-21-203, MCA. Combined contributions to the classified staff 
plan are 16.77% per Section 19-3-316, MCA and Section 19-3-315, MCA. 

The benefits at retirement depend upon the amount of contributions, amount of investment gains and 
losses, and investment allocations by the participant. Individuals are immediately vested for both 
employee and employer contributions. The Montana University System records employee/employer 
contributions, and remits monies to TIAA. Total contributions made to the plan by the employer were 
$17.4 million, and the total employee contributions were $20.0 million for the fiscal year ended June 30, 
2021. 


H. Method Used to Value Investments 


The Montana Board of Investments (BOI) manages the investments, as authorized by state law, for the 
defined benefit retirement plans in two investment pools, the Consolidated Asset Pension Pool (CAPP) 
and the Short-Term Investment Pool (STIP). CAPP is an internal investment pool and STIP is an external 
investment pool. Each retirement plan’s ownership in the pools is based on the funds contributed. 
Individual investments in the pools are not specifically identified to the respective retirement plan. 
Investments are reported at either fair value or cost, depending on the underlying investment type. Fixed 
income and equity investments classified in Level 1 of the fair value hierarchy are valued using prices 
quoted in active markets for those securities. Fixed income investments classified in Level 2 of the fair 
value hierarchy are valued using a matrix pricing technique. Matrix pricing is used to value securities 
based on the securities' relationship to benchmark quoted prices. Mortgages are present value adjusted. 
Investment valuation not classified within the fair value measurement levels are reported at Net Asset 
Value. Further detail related to investments is provided in Note 3. 


I. Long-term Contracts for Contributions 


Per Section 19-2-706, MCA, the Montana Legislature enacted a provision of the Employee Protection Act 
(EPA) allowing state and university system employees who are eligible for a service retirement and whose 
positions have been eliminated, to have their employer pay a portion of the total cost of purchasing up to 
three years of “1-for-5” additional service. In fiscal year 2021, 269 employees participated in the program. 


The Employer has up to ten years to complete payment for the service purchases and is charged the 
actuarially required rate of return as established by MPERA on the unpaid balance. Total contributions 
received (including interest) during fiscal year 2021 totaled $171.4 thousand. The outstanding balance at 
June 30, 2021, totaled $7.6 thousand. 


J. Litigation 


Tadman, et al. v. State. A retired member of the Sheriffs’ Retirement System filed a class action in the 
Eighth Judicial District of Montana against the State of Montana on October 6, 2015, alleging the 
inappropriate advising, reporting, and withholding of state and federal income taxes on certain line-of-duty 
disability benefits before conversion to a normal retirement benefit. The State was served with the 
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Complaint on November 25, 2015, and is represented by Jean Faure and Jason Holden of the Faure 
Holden law firm in Great Falls, Montana. On June 11, 2019, the Court issued an Order granting Plaintiff's 
Motion to Certify Class. The Court has defined the prospective class of plaintiffs in this matter and the 
parties were instructed by the Court to meet and confer to agree on the class form of notice and notice 
plan concerning the matter. Counsel representing the class are Lawrence A. Anderson from Great Falls, 
Montana and Tom and Sean Morrison from Helena, Montana. This matter was settled between the parties 
and approved by the Court as of March 22, 2021. Below is the detail of litigation settlements with amounts 
presented in thousands. 


Tadman, et al. v. State JRS HPORS SRS GWPORS Totals 
Benefits $ 3.2 $ 420.6 $ 1,549.3 §$ 26.9 $ 2,000.0 
Administrative expense (legal costs) 16 210.3 774.7 13.4 1,000.0 
Totals $ 48 $ 630.9 $ 2,324.0 $ 40.3 $ 3,000.0 


PERB v. Lewis and Clark County. On May 1, 2020, the PERB filed a Complaint for Declaratory Relief in 
the First Judicial District of Montana against Lewis and Clark County. This complaint asked the Court to 
rule that the Montana Constitution, Article VIII, Section 15, vests the PERB with the authority to actuarially 
determine the amount of the unfunded pension liabilities attributable to a component unit of Lewis and 
Clark County that has terminated its participation in a PERB administered defined benefit plan, and 
compel the payment of and collect this unfunded pension liability upon this component unit's termination. 
On May 13, 2020, Lewis and Clark County filed a motion to dismiss the Complaint. This motion has been 
fully briefed by both parties and the PERB awaits a ruling from the Court. On June1, 2020, the PERB filed 
its First Amended Complaint amending its original pleading to add a claim for breach of contract against 
Lewis and Clark County. On June 18, 2020, Lewis and Clark County filed a motion to dismiss PERB's 
First Amended Complaint. This motion has been fully briefed and the PERB awaits a ruling from the 
Court. This matter was consolidated with Montana Association of Counties, Lewis and Clark County, and 


Cascade County v. PERB and MPERA by the Court on February 22, 2021. 


Montana Association of Counties (MACo), Lewis and Clark County, and Cascade County v. PERB 
and MPERA. On May 1, 2020, the MACo filed a Complaint for Declaratory Judgement, Injunctive Relief, 
and a Writ of Prohibition against the PERB and MPERA in the First Judicial District Court of Lewis and 
Clark County. This Complaint asked the Court to rule that the Montana Constitution, Article VIII, Section 
15, does not vest the PERB with the authority to determine and collect unfunded pension liabilities owed 
to the PERS-DBRP trust as a result of partial withdrawals of employees or reductions in force, and that 
the 1947 Contract between the PERB and Lewis and Clark County and Cascade County, as well as other 
similar agreements between the PERB and all other Montana counties, does not vest the PERB with the 
authority to determine and collect unfunded pension liabilities owed to the PERS-DBRP trust as a result of 
partial withdrawals of employees or reductions in force, and that MACo is entitled to a preliminary and 
permanent injunction enjoining PERB from assessing withdrawal penalties against Montana counties, and 
that MACo is entitled to a Writ of Prohibition arresting the PERB from assessing withdrawal penalties 
against Montana counties. On May 15, 2020, MACo amended its original pleading by filing its First 
Amended Complaint. This amendment added the additional parties of Lewis and Clark County and 
Cascade County to this action as plaintiffs as well as the additional claims for breach of express and 
implied contract. On June 25, 2020, the PERB filed a Motion to Dismiss, or in the Alternative, Partial 
Summary Judgement with regard to the Plaintiffs’ Count Il, IV, V, and VI. This motion has been fully 
briefed by all parties and the PERB awaits a ruling from the Court. This matter was consolidated with 
PERB v. Lewis and Clark County by the Court on February 22, 2021. 


NOTE 7. OTHER POSTEMPLOYMENT BENEFITS (OPEB) 


A. General Information Non-trust Plans 


The State of Montana (State) and the Montana University System (MUS) provide optional 
postemployment healthcare benefits in accordance with Section 2-18-704, MCA to the following 
employees and dependents who elect to continue coverage and pay administratively established 
contributions: (1) employees and dependents who retire under applicable retirement provisions and (2) 
surviving dependents of deceased employees. Medical, dental, and vision benefits are available through 
this plan. The State and MUS offer OPEB plans that are not administered through trusts; as such, there 
are no plan assets accumulated to offset the total OPEB liability. 


In accordance with Section 2-18-704, MCA, the State provides post-retirement health insurance benefits 
to eligible employees who receive retirement benefits from the Public Employees’ Retirement System 
(PERS) or various other State retirement systems, and elect to start medical coverage within 60 days of 
leaving employment. Retirement eligibility criteria differ by state retirement plan. Further detail on state 
retirement plans is provided in Note 6. MUS provides post-retirement health insurance benefits to eligible 
employees who receive retirement benefits from their plan, or an annuity under the MUS-RP, and have 
been employed by MUS for at least five years, are age 50, or have worked 25 years with MUS. They must 
elect to start medical coverage within 60 days of leaving employment. Spouses, unmarried dependent 
children, and surviving spouses are also eligible for both plans. 


Montana State Fund, a discretely presented component of the State and participant in the State OPEB 
plan, by statute, prepares separately issued financial statements on a calendar year-end basis. Due to the 
difference in reporting period, there will be a variance between the note disclosures and the financial 
statements for OPEB related information. 


B. Plan Descriptions 


Both healthcare OPEB plans for the State and MUS are reported as single-employer plans. In addition to 
the primary government, the participating employers under the State OPEB plan are Facility Finance 
Authority, Montana Board of Housing, Public Employees’ Retirement System, Montana State Fund, and 
Teachers’ Retirement System. The participating employers under the MUS OPEB plan are Office of 
Commissioner of Higher Education (OCHE), Montana State University - Billings (MSU-Billings), Montana 
State University - Bozeman (MSU-Bozeman), Great Falls College MSU, Montana State University - 
Northern (MSU-Northern), Montana Technological University, Helena College UM, University of Montana - 
Missoula (UM-Missoula), and University of Montana - Western (UM-Western). Participating employers 
under MUS, but excluded from the total OPEB liability due to not qualifying as component units, are 
Dawson Community College (Dawson CC), Flathead Valley Community College (Flathead CC), and Miles 
Community College (Miles CC). Each participating employer is required to disclose additional information 
as required per GASB Statement No. 75, Accounting and Financial Reporting for Postemployment 
Benefits Other than Pensions (GASB 75). 


The State and MUS pay for post-employment healthcare benefits on a pay-as-you-go basis. Section 
2-18-812, MCA gives authority for establishing and amending the funding policy to the Department of 
Administration for the State group health insurance plan. Section 20-25-1310, MCA gives authority for 
establishing and amending the funding policy to the Board of Regents for the MUS group health 
insurance plan. The healthcare OPEB plans allow retirees to participate, as a group, at a rate that does 
not cover all of the related costs. This results in reporting the total OPEB liability in the related financial 
statements and note disclosures. Reported contributions are not a result of direct funding to the plans or 
for associated liabilities, but are a measure of the difference in retiree payments into the plans and actual 
medical costs associated with those individuals paid for by the plans. 


As of December 31, 2020, the State OPEB plan’s administratively established retiree medical premiums 
vary between $457.00 and $2,172.00 per month, depending on the medical plan selected, family 
coverage, and Medicare eligibility. Administratively established dental premiums vary between $41.10 and 
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$70.00 per month and vision hardware premiums vary between $7.64 and $22.26 per month, depending 
on the coverage selected. The plan provides different coinsurance amounts and deductibles depending 
on whether members use participating or non-participating providers. Once retiree members become 
Medicare eligible, the plan automatically processes claim reimbursement as the secondary insurer, even if 
the member is not enrolled in Medicare. A basic life insurance plan on the life of the retiree is also 
included with a retiree’s core benefits until the retiree reaches age 65 or is eligible for Medicare. 


As of June 30, 2021, the MUS OPEB plan’s administratively established retiree medical premiums vary 
between $368.00 and $2,452.00 per month. Retiree dental premiums vary between $52.00 and $156.00 
per month, while vision premiums vary from $10.70 to $31.18, depending on the types and number of 
dependents enrolled and which medical Third Party Administrator (TPA) was selected. The plan provides 
different coinsurance amounts and deductibles depending on whether members use in-network or out-of- 
network providers. The plan automatically reduces claim reimbursement for members eligible for 
Medicare, even if the member is not enrolled in Medicare. The premium changes were based on actual 
claims experience and actuarial projections based on the experience and trends. 


C. Basis of Accounting 


Total OPEB liability is reported on an accrual basis on the proprietary and fiduciary fund financial 
statements, the government-wide financial statements, and the component unit financial statements. Total 
OPEB liability is not reported on the governmental fund financial statements, as it is considered a long- 
term liability. Plan member contributions are recognized in the period in which the contributions are made. 
Benefits and refunds are recognized when due and payable in accordance with the terms of each plan. 


Both OPEB plans state, that an employee enrolled in the OPEB plan, who (a) at least meets the early 
retirement criteria defined by Montana Public Employees’ Retirement Administration (MPERA); and (b) 
makes arrangements with their respective benefit office, within 60 days of the date active employee 
coverage ends, to continue post-retirement coverage, may continue with the OPEB plan on a self-pay 
basis, retroactive back to the date active employee coverage was lost, and adhere to these provisions. 
Therefore, each plan does not include terminated employees who have accumulated benefits but are not 
yet receiving them. There have been no significant changes in the number covered or the type of 
coverage as of June 30, 2021. 


The number of State Plan participants as of March 31, 2021, follows: 


State Plan Participants 


Facility Montana = public Employee Montana teachers 
Finance Board Retirement State —_ Retirement 
Enrollment State Authority” — of Housing ”) Board °) Fund” = System ~—Total 
Active employees 12,210 3 36 51 285 21 12,606 
Retired employees, 
spouses, and 
surviving spouses 2,178 2 3 1 17 4 2,205 
Total 14,388 5 39 52 302 25 14,811 
The number of MUS Plan participants as of March 31, 2021, follows: 
MUS Plan Participants 
MSU- UM- MSU- MSU- MSU- UM- UM-MT UM- 
Enrollment GFC” HC” Billings” Bozeman Northern OCHE" Missoula” Tech” Western” Total 
Active employees 103 11 427 3,026 171 46 1,856 382 179 6,261 
Retired employees, 
spouses, and 
surviving spouses 8 14 109 459 35 16 475 97 52 1,265 
Total 111 85 536 3,485 206 62 2,331 479 231 7,926 


) Primary Government 
®) Discrete Component Units of Primary Government 
®) Fiduciary Component Units of Primary Government 


D. Schedule of Changes in Total OPEB Liability 


The following table presents the other items related to and changes in the total OPEB liability: 


Annual OPEB Cost & Changes in Total OPEB liability 
(in thousands) 


State Plan MUS Plan 
Discrete 

Component 
Unit and 
Fiduciary Discrete 


Primary | Component 
Government Unit Total 
Total OPEB OPEB Total State 


Primary Component 
Government Unit Total 
Total OPEB OPEB Total MUS 


Liability Liability Plan Liability Liability Plan 

Balances at 6/30/2020 $ 46,129 $ 1213 $ — 47,342/$ 283 $ 26,566 $ —-26,849 
Changes for the year: 

Service cost 1,684 50 1,734 16 1,396 1,412 

Interest 1,299 34 1,333 8 769 717 

Difference between expected and 

adel eens (6,389) 252 (6,137) (207) (17,181) (17,388) 

rh SF a SSuFnPHONS A EnIet 101,723 2,716 104,439 461 45,213 45,674 

Benefit payments (1,165) (31) (1,196) = (13) (13) 

Net changes 97,152 3,021 100,173 278 30,184 30,462 

Balances at 6/30/2021 $143,281 $ 4.234 $147,515 |$ 561 $ 56,750 $57,311 


") State, fiduciary component units, and discretely presented component units proportion of the collective total OPEB liability as of the measurement 
date for fiscal years 2020 and 2021 for the State Plan was 100% both years and for the MUS Plan is 94.92% and 95.18%, respectively. 


E. Actuarial Methods and Assumptions 


The total OPEB liability (TOL) measured under GASB 75 is based upon service cost and more 
standardized reporting assumptions than prior GASB Statements. As a pay-as-you-go public entity, GASB 
75 requires a 20-year current municipal bond discount rate to establish an Actuarially Determined 
Contribution (ADC). The GASB 75 valuation is further required to show both historical and projected 
future net changes in TOL, as well as sensitivity to changes in key underlying assumptions. Actuarially 
determined amounts are subject to continual revisions, meaning actual results are compared with past 
expectations and new estimates are made about the future. Actuarial calculations reflect a long-term 
perspective. The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations on the pattern of cost-sharing between the 
employer and plan members in the future. 


The schedule of changes in the State’s and MUS's TOL and related ratios, presented as required 
supplementary information following the notes to the financial statements is designed to present multi- 
year trend information about whether the actuarial value of plan TOL is increasing or decreasing over time 
relative to the actuarial liabilities for benefits. The schedule of changes in the State’s and MUS's TOL and 
related ratios are based on the substantive plan (the plan as understood by the employer and the plan 
members). This includes the types of benefits provided at the time of each valuation and the historical 
pattern of sharing of benefit costs between the employer and plan members to that point. 
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The State's OPEB Plan TOL on December 31, 2020, rolled forward to March 31, 2021, actuarial valuation 
was determined using the following actuarial assumptions and other inputs, applied to all periods included 
in the measurement, unless otherwise specified: 


Other Postemployment Benefits 
State Single Employer Plan 


Retiree/Surviving 


Spouse Spouse 

Contributions (weighted average): 

Before Medicare eligibility $ 15,072 $ 6,908 

After Medicare eligibility 5,484 4,820 
Actuarial valuation date December 31, 2020 
Experience study period January 1, 2018 through December 31, 2020 
Actuarial measurement date” March 31, 2021 
Actuarial cost method Entry age normal funding method 
Amortization method Level percent of payroll, open basis 
Asset valuation method Not applicable since no assets meet the definition 


of plan assets under GASB 75 


Actuarial assumptions: 


Discount rate 2.23% 
Projected payroll increases 2.50% 
Participation: 
Future retirees 40.00% 
Future eligible spouses 70.00% 
Marital status at retirement 70.00% 


) Updated procedures were used to roll forward the total OPEB liability to the measurement date. 


Mortality - Health: For TRS, healthy mortality is assumed to follow the RP-2000 Healthy Annuitant 
Mortality Table for ages 50 and above and the RP-2000 Combined Healthy Annuitant Mortality 
Table for ages below 50, set back four years for males, set back two years for females, with 
mortality improvements projected by Scale BB to 2018. For all other groups, healthy mortality is 
assumed to follow the RP-2000 Combined Mortality Table with improvements projected by Scale 
BB to 2020, set back one year for males. 


Mortality - Disabled: For TRS, disabled mortality is assumed to follow the RP-2000 Disabled 
Mortality Table, set forward one year for males and set forward five years for females, with 
mortality improvements projected by Scale BB to 2018. For all other groups, disabled mortality is 
assumed to follow the RP-2000 Combined Mortality Table with no projections. 


Changes in actuarial assumptions and methods since last measurement date: Changes in 
assumptions for 2021 were due to no retiree contribution increase and a decrease in the discount 
rate from 2.75% to 2.23% 


Changes in benefit terms since last measurement date: None 
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Additional information as of the latest actuarial valuation for MUS OPEB plan follows: 
Other Postemployment Benefits 


MUS Single Employer Plan 


Retiree/Surviving 


Spouse Spouse 

Contributions (in thousands): 

Before Medicare eligibility $ 11,772 $ 9,637 

After Medicare eligibility 4,416 5,205 
Actuarial valuation date December 31, 2020 
Actuarial measurement date March 31, 2021 
Experience study period January 1, 2018, through December 31, 2020 
Actuarial cost method Entry age normal funding method 
Amortization method Level percent of payroll, open basis 
Asset valuation method Not applicable since no assets meet the definition of 

plan assets under GASB 75 

Actuarial assumptions: 

Discount rate 2.23% 

Projected payroll increases 2.50% 

Participation: 

Future retirees 40.00% 


Future eligible spouses 70.00% 
Marital status at retirement 70.00% 
) Updated procedures were used to roll forward the total OPEB liability to the measurement date. 
Mortality - Healthy: For TRS and MUS-RP, healthy mortality is assumed to follow the RP-2000 
Healthy Annuitant Mortality Table for ages 50 and above and the RP-2000 Combined Healthy 
Annuitant Mortality Table for ages below 50, set back four years for males, set back two years for 
females, with mortality improvements projected by Scale BB to 2018. For all other groups, healthy 
mortality is assumed to follow the RP-2000 Combined Mortality Table with improvements 
projected by Scale BB to 2020, set back one year for males. 


Mortality - Disabled: For TRS and MUS-RP, disabled mortality is assumed to follow the RP-2000 
Disabled Mortality Table, set forward one year for males and set forward five years for females, 
with mortality improvements projected by Scale BB to 2018. For all other groups, disabled 
mortality is assumed to follow the RP-2000 Combined Mortality Table with no projections. 


Changes in actuarial assumptions and methods since last measurement date: Changes in 
assumptions for 2021 were due to no retiree contribution increase and a decrease in the discount 
rate from 2.75% to 2.23% 


Changes in benefit terms since last measurement date: Carrier options reduced to one. 
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Sensitivity of the TOL to changes in the discount rate 

The following presents the TOL of the State and MUS OPEB plans, as well as what they would be if 
calculated using a discount rate that is 1-percentage-point lower (1.23 percent) or 1-percentage-point 
higher (3.23 percent) than the current discount rate: 


State OPEB plan (in thousands) 


Current Discount Rate 


1.0% Decrease (1.23%) (2.23%) 1.0% Increase (3.23%) 
Primary Government $ 180,880 $ 143,281 $ 115,098 
Discrete Component Units and 
Fiduciary Component Units 5,394 4,234 3,360 
Total OPEB liability $ 186,274 $ 147,515 $ 118,458 


MUS OPEB plan (in thousands) 


Current Discount Rate 


1.0% Decrease (1.23%) (2.23%) 1.0% Increase (3.23%) 
Primary Government $ 731 $ 561 $ 436 
Discrete Component Units 73,839 56,750 44,195 
Total OPEB liability $ 74,570 $ 57,311 $ 44,631 


Sensitivity of the TOL to changes in the healthcare cost trend rates 

The following presents the TOL of the State and MUS OPEB plans, as well as what they would be if 
calculated using healthcare cost trend rates that are 1-percentage-point lower (5.0 percent) or 1- 
percentage-point higher (7.0 percent) than the current healthcare cost trend rates: 


State Plan (in thousands) 


Current Healthcare Cost 


1.0% Decrease (5.0%) Trend Rate (6.0%) 1.0% Increase (7.0%) 
Primary Government $ 113,213 $ 143,281 $ 184,813 
Discrete Component Unit and 
Fiduciary Component Units 3,293 4,234 5,528 
Total OPEB liability $ 116,506 $ 147,515 $ 190,341 
MUS Plan (in thousands) 
Current Healthcare Cost 
1.0% Decrease (5.0%) Trend Rate (6.0%) 1.0% Increase (7.0%) 
Primary Government $ 434 $ 561 $ 737 
Discrete Component Unit 44,022 56,750 74,588 


Total OPEB liability $ 44,456 $ 57,311 $ 75,325 


OPEB Expense and Deferred Outflows and Deferred Inflows of Resources Related to OPEB 
For the year ended June 30, 2021, the State OPEB plan's OPEB expense is $9.4 million and the MUS 


OPEB plan's OPEB expense is $3.1 million. 


At June 30, 2021, the State OPEB plan deferred outflows and inflows of resources are from the following 


sources: 


At June 30, 2021, MUS OPEB plan deferred outflows and inflows of resources are from the following 


sources: 


Primary Government 


Difference between expected and actual experience 
Changes of assumptions or other inputs 


Amounts associated with transactions subsequent to the 
measurement date of the total OPEB liability 


Total 


Discrete Component Units and Fiduciary Component Units 


Difference between expected and actual experience 
Changes of assumptions or other inputs 


Amounts associated with transactions subsequent to the 
measurement date of the total OPEB liability 


Total 


Primary Government 


Difference between expected and actual experience 
Changes of assumptions or other inputs 


Amounts associated with transactions subsequent to the 
measurement date of the total OPEB liability 


Total 


Discrete Component Units 


Difference between expected and actual experience 
Changes of assumptions or other inputs 


Amounts associated with transactions subsequent to the 
measurement date of the total OPEB liability 


Total 


State Plan (in thousands) 


Deferred Outflows of 
Resources 


—$ 
108,754 


29 
108,783 $ 


395 §$ 
2,904 


21 
3,320 $ 


Deferred Inflows of 


Resources 


29,206 
10,120 


MUS Plan (in thousands) 
Deferred Outflows of Deferred Inflows of 
Resources Resources 

$ — $ 
521 
3 

$ 524 $ 

$ — $ 
51,079 
197 

$ 51,276 $ 


39,326 
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Deferred outflows of resources and deferred inflows of resources related to TOL will be recognized as 
OPEB expense as follows: 


Amount recognized in OPEB expense as an increase or (decrease) to OPEB 
expense 


State Plan (in thousands) 


Discrete Component 
Units and Fiduciary 
Year ended June 30 Primary Government Component Units State Plan Total 
2022 $ 6,149 §$ 224 $ 6,373 
2023 6,149 224 6,373 
2024 6,149 224 6,373 
2025 6,149 224 6,373 
2026 6,149 224 6,373 
Thereafter 46,657 1,630 48,287 


Amount recognized in OPEB expense as an increase or (decrease) to OPEB 


expense 
MUS Plan (in thousands) 
Discrete Component 

Year ended June 30 Primary Government Units MUS Plan Total 
2022 $ 6 $ 897 $ 903 
2023 6 897 903 
2024 6 897 903 
2025 6 897 903 
2026 6 897 903 


Thereafter 52 7,268 7,320 


F. General Information Trust Plan 


General Information 

Section 19-3-2141, MCA, establishes a long-term disability plan trust fund (PERS-DCRP Disability) for all 
State of Montana employees that participate in the Public Employee Retirement System-Defined 
Contribution Retirement Plan (PERS-DCRP). All new PERS members are initially members of the Public 
Employee Retirement System-Defined Benefit Retirement Plan (PERS-DBRP) and have a 12-month 
window during which they may choose to transfer to the PERS-DCRP or remain in the PERS-DBRP by 
filing an irrevocable election. If an election is not filed, the member remains in the PERS-DBRP. Members 
may not be members of both the defined contribution and defined benefit retirement plans. Only those 
participants that choose the PERS-DCRP are covered by the PERS-DCRP Disability plan. 


Plan Description 

The PERS-DCRP Disability is a multiple-employer cost-sharing plan that covers employees of the State, 
local governments, and certain employees of the university system and school districts, who are not 
covered by a separate retirement system governed by Title 19, MCA. The PERS-DCRP Disability plan 
provides disability benefits to PERS-DCRP plan members who are vested in the plan and are currently 
ineligible for retirement. 


A separate trust has been established for purposes of providing disability benefits to PERS-DCRP 
Disability plan members, and it is accounted for as a fiduciary fund. The assets are held in a trust 
capacity for the beneficiaries. The Public Employee Retirement System issues publicly available annual 
reports, which include financial statements and required supplemental information for the plan. Those 
reports may be obtained online (http://mpera.mt.gov) or by contacting the following: 


Public Employees’ Retirement Board 
100 North Park, Suite 200 

P.O. Box 200131 

Helena, MT 59620-0131 


G. Termination Benefits 


During the year ended June 30, 2021, the State made the following termination benefit arrangements: 
continued coverage of group health insurance benefits for one employee provided for up to six months, 
one-time lump-sum incentive payments for 12 employees, and paid administrative leave for 30 
employees. 


During the year ended June 30, 2021, component units of the State made the following termination 
benefit arrangements: continued coverage of health insurance benefits and/or one-time incentive 
payments for 7 employees. 


During the year ended June 30, 2021, the cost of termination benefits for the fiscal year was $229.5 
thousand and $184.7 thousand for the State and its component units, respectively. 
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NOTE 8. RISK MANAGEMENT 


There are three primary government public entity risk pools and one claims-servicing pool that are 
reported within the enterprise funds. These pools include Hail Insurance, the Montana University System 
(MUS) Group Insurance Plan, the MUS Workers Compensation Program, and the Subsequent Injury 
claims-servicing pool. The State of Montana (Old Fund) provides risk financing as an entity other than a 
public entity risk pool. The liability and payment of the workers' compensation claims for incidents 
occurring before July 1, 1990, are reported in the government-wide financial statements within the primary 
government. Unpaid claims and claim adjustment expenses are estimated based on the ultimate cost of 
settling the claims, including the effects of inflation and other societal/economic factors. Additionally, the 
primary government reports its own risk management activity within two internal service funds: 
Employees Group Benefits Plans and Administration Insurance Plans. In all of these funds, there are no 
significant reductions in insurance coverage from the prior year. These funds use the accrual basis of 
accounting. By statute, these funds cannot invest in common stock. Investments are recorded at fair 
value. Premiums and discounts are amortized using the straight-line method over the life of the securities. 


A. Public Entity Risk Pools 


(1) Hail Insurance — Any Montana producer engaged in growing crops subject to destruction or damage 
by hail may participate in the Hail Insurance program. The Hail Insurance program issued 318 policies 
during the 2021 growing season. This fund accounts for premium assessments paid by producers for crop 
acreage insured, investment and interest earnings, administrative costs, and claims paid for hail damage. 
Depending upon the reserve fund's actuarial soundness and the damage in a season, producers may 
receive a premium refund. Anticipated investment income is considered in computing a premium 
deficiency, of which there is none. 


A claim must be submitted to the State Board of Hail Insurance within 14 days of a loss occurrence. The 
claim must indicate whether the grain is stemming, in the boot, heading out, in the milk, in the stiff dough, 
ready to bind, or combine. If beans, peas, or other crops are damaged, the growth-stage must also be 
indicated. Inspection of a crop will occur as promptly as possible after claim receipt. The liability on all 
insured crops expires after October 1. The insurance only covers loss or damage to growing grain that 
exceeds 5.0% destruction by hail. 


To reduce its exposure to large losses, the fund purchased Crop Hail Quota Share Reinsurance for the 
2021 growing season, with a 70.0% share of premiums and losses allotted to the Reinsurer and a 30.0% 
share of each allotted to the State Hail Insurance. The fund recorded a liability of $76.0 thousand, which 
is 30.0% of the estimated claims ($247.1 thousand) plus adjustment expenses through June 30, 2021. 
The amount deducted from the estimated claims as of June 30, 2021, for reinsurance was $172.9 
thousand (70.0% of estimated claims). The premiums ceded to the Reinsurer through June 30, 2021, 
were $499.8 thousand, which was 70.0% of total premiums of $714.0 thousand. 


Any crop insurance liability is paid to the producers within one year of occurrence; therefore, liabilities are 
not discounted. The fund has no excess insurance or annuity contracts. 


(2) Montana University System (MUS) Group Insurance Plan — This plan is authorized by the Board of 
Regents and in Section 20-25-13, MCA. The Plan's purpose is to provide medical, dental, prescription 
drug, and related group benefits coverage to employees of the Montana University System and affiliates, 
and their dependents, retirees, and COBRA members. The MUS Group Benefits Plan is fully self-insured, 
except for life insurance, long-term care, long-term disability, and accidental death and dismemberment 
insurance. Delta Dental administers the dental plan, Blue Cross and Blue Shield of Montana administers 
the vision plan, and Navitus is the administrator for the prescription drug program. Blue Cross and Blue 
Shield of Montana is the third-party claims administrators for the self-insured managed care plan and also 
has a contract for utilization management. The utilization management program consists of hospital pre- 
authorization and medical necessity review, as well as large case management. Premiums are collected 
from employees through payroll deductions and recorded in the MUS Group Insurance enterprise fund. 
The claims liability is calculated by Actuaries Northwest and estimated to be $10.7 million as of June 30, 


2021, based on prior year experience. A liability is reported in the accompanying financial statements for 
these estimated claims. 


(3) Montana University System (MUS) Workers’ Compensation Program — This plan was formed to 
provide self-insured workers compensation coverage for MUS employees. The MUS Board of Regents 
provides workers’ compensation coverage under Compensation Plan Number One (Section 39-7-2101, 
MCA). The program is self-insured for workers’ compensation claims with losses in excess of $750.0 
thousand per occurrence ($500.0 thousand for claims occurring prior to July 1, 2013) and $1.0 million per 
aircraft occurrence covered by reinsurance with a commercial carrier. Employer’s liability claims are 
covered to a maximum of $1.0 million above the self-insured amount of $750.0 thousand ($500.0 
thousand for claims occurring prior to July 1, 2013). During fiscal year 2021, the program ceded $344.4 
thousand in premiums to reinsurers. 


The MUS Workers' Compensation Program Committee establishes premium rates for all participating 
campuses based on actuarial calculations of premium need and composite premium rate. Premium rates 
are adjusted periodically based on inflation, claims experience, and other factors. Premiums are recorded 
as revenue in the MUS Workers’ Compensation Program in the period for which coverage is provided. 
Members may be subject to supplemental assessments in the event of deficiencies. The program 
considers anticipated investment income in determining if a premium deficiency exists. 


The fund recorded a liability of $5.2 million for estimated claims at June 30, 2021. The liability is based on 
the estimated ultimate cost of settling the reported and unreported claims, claims reserve development, 
including the effects of inflation, and other societal and economic factors. Estimated amounts of 
subrogation and reinsurance recoverable on unpaid claims are deducted from the liability for unpaid 
claims. Estimated claims liabilities are recomputed periodically based on a current review of claims 
information, experience with similar claims, and other factors. Adjustments to estimated claims liabilities 
are recorded as an increase or decrease in claims expense in the period the adjustments are made. 


(4) Subsequent Injury — The purpose of the Subsequent Injury Fund (SIF) is to assist individuals with a 
permanent impairment that may create an obstacle to employment by limiting workers' compensation 
exposure for employers who hire SIF-certified individuals. The program is funded through an annual 
assessment for Montana self-insured employers and a surcharge on premium for private insured and 
Montana State Fund policyholders. 


The Employment Relations Division sets the assessment and surcharge rates annually. The amount 
assessed is calculated by adding the amount of paid losses reimbursed by SIF from April 1 of the 
previous calendar year through March 31 of the current calendar year, plus administration expenses, less 
other income earned. Employers share in the reimbursement in two ways: (1) if self-insured, the 
reimbursement is based on their share of overall paid losses in the previous calendar year, (2) if insured 
through a private carrier or Montana State Fund, the reimbursement is based on both overall paid losses 
in the previous calendar year, and the amount of the employer's premium paid for their business. 


The SIF program reduces the liability of the employer (if self-insured) or insurer by placing a limit of 104 
weeks on the amount an employer (if self-insured), or the employer’s insurer, will have to pay for medical 
and wage loss benefits in the event a worker who is SIF-certified becomes injured or re-injured on the job. 
SIF will assume liability for the claim when the 104 weeks is reached. For an insured employer, since the 
insurer's liability is limited to 104 weeks on the claim, this can favorably impact the employer’s 
modification factor, which in turn could keep premiums lower than would otherwise be the case without 
SIF. For a self-insured employer, it provides a direct recovery of expenses paid for a workers’ 
compensation claim. If a certified worker does become injured on the job, the worker remains entitled to 
all benefits due under the Workers’ Compensation Act. 


An estimated liability is recorded based on a projected cost analysis and total population of registered SIF 
participants. As of June 30, 2021, this liability amount was estimated to be $1.7 million. 
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(5) Changes in Claims Liabilities for the Past Two Years — As indicated above, these funds establish 
liabilities for both reported and unreported insured events, including estimates of future payments of 
losses and related claim adjustment expenses. The following tables present changes (in thousands) in 
those aggregate liabilities during the past two years. All information in these tables is presented at face 
value and has not been discounted. 


MUS Group MUS Workers 
Hail Insurance Insurance Plan Compensation 
2021 2020 2021 2020 2021 2020 
Unpaid claims and claim adjustment 
expenses at beginning of year $ 11 $ 17 $ 10,300 $ 10,000 $ 4,837 $ 6,789 
Incurred claims and claim 
adjustment expenses: 
provision for insured events 
of the current year 520 793 97,018 92,564 2,363 1,992 
Increase (decrease) in provision for 
insured events of prior years 12 (5) _ _— (550) (2,485) 
Total incurred claims and claim 
adjustment expenses 532 788 97,018 92,564 1,813 (493) 
Payments: 
Claims and claim adjustment 
expenses attributable to insured 
events of the current year (444) (782) (96,655) (92,264) (376) (539) 
Claims and claim adjustment 
expenses attributable to 
insured events of prior years (23) (12) _ _ (1,040) (920) 
Total payments (467) (794) (96,655) (92,264) (1,416) (1,459) 
Total unpaid claims and claim 
adjustment expenses at end of year $ 76 $ 11 $ 10,663 $ 10,300 $ 5,234 $ 4,837 


B. Entities Other Than Pools 


(1) Administration Insurance Plans — This self-insurance plan provides coverage for general liability, 
automobile liability, automobile physical damage, foster care liability, and State-administered foreclosure 
of housing units. The State self-insures the $2.0 million deductible per occurrence for most property 
insurance, as well as various deductible amounts for other State property. The State also self-insures 
against property losses below $2.0 million of value, with State agencies paying the first $1.0 thousand. 
Commercial property insurance protects approximately $6.0 billion of State-owned buildings and contents. 
The State’s property insurance includes separate earthquake and flood protection coverage, with 
deductibles of $2.0 million for earthquake and $2.0 million for flood per occurrence. Premiums are 
collected from all state agencies, including component units, and recorded as revenue in the 
Administration Insurance Fund. 


An annual actuarial study prepared by Willis Towers Watson Company, and issued for the accident period 
July 1, 2011, through June 30, 2021, is the basis for estimating the liability for unpaid claims and is 
supported by historical loss data. As of June 30, 2021, the estimated claims liability was $49.6 million. Of 
the $49.6 million estimated claims liability, $32.4 million is related to a catastrophic property loss for which 
the insurance proceeds were received prior to the incurred expenses. 


(2) Employee Group Benefits Plans — The medical and dental health plans provided by the State are 
fully self-insured with the State assuming the risk for claims incurred by employees of the State, elected 
Officials, retirees, former employees covered by COBRA benefits, and their dependents. The State 
contracted with Allegiance as the third-party administrator for medical coverage. Delta Dental is the 


administrator for dental coverage. Navitus is the administrator for the pharmacy program. Contributions 
are collected through payroll deductions, deductions through the Public Employees Retirement 
Administration, the Legislative Branch, and self-payments. The contributions are recorded as revenue in 
the Employee Group Benefits internal service fund. As of June 30, 2021, estimates for claims liabilities, 
which include both incurred but not reported claims and grandfathered claims resulting from a 1998 
change in period for which the benefit coverage is available, as well as other actuarially determined 
liabilities, were $19.7 million as provided by Actuaries Northwest, a consulting actuarial firm. In fiscal year 
2022, $19.5 million of these claims liabilities are estimated to be paid. 


(3) State of Montana (Old Fund) — State of Montana (Old Fund) covers workers’ compensation claims 
that were incurred before July 1, 1990. Old Fund was originally a risk financing insurance entity, but upon 
depletion of all of its assets, is now financed by the General Fund. The participants within the pool are 
individuals outside of governmental entities. 


An actuarial study prepared by Willis Towers Watson, as of June 30, 2021, estimated the cost of settling 
claims that have been reported but not settled and claims that have been incurred but not reported. At 
June 30, 2021, $43.7 million of unpaid claims and claim adjustment expenses were reported at face 
value. 


(4) Changes in Claims Liabilities for the Past Two Years — These funds establish liabilities for both 
reported and incurred but not reported claims. Grandfathered claims are not included as they relate to 
future claims not yet incurred. The following table presents changes in the balances of claims liabilities 
during the past two fiscal years (in thousands). 


Administration Employers Group State of Montana 
Insurance Plans Benefits Plan Old Fund 
2021 2020 2021 2020 2021 2020 
Amount of claims liabilities at the 
beginning of each fiscal year $ 17,431 $ 16,157 $ 18,982 $ 18,896 $ 48,280 $ 44,266 
Incurred claims: 
Provision for insured events 
of the current year 5,555 7,091 181,363 170,812 — — 
Increase (decrease) in provision for 
insured events of prior years 6,867 1,120 (3,267) (4,377) 1,769 12,616 
Total incurred claims 12,422 8,211 178,096 166,435 1,769 12,616 
Payments: 
Claims attributable to insured 
events of the current year (1,574) (3,063) (161,870) (151,950) — — 
Claims attributable to 
insured events of prior years (11,133) (3,874) (15,543) (14,399) (6,345) (8,602) 
Total payments (12,707) (6,937) (177,413) (166,349) (6,345) (8,602) 
Total claims liability at end of 
each fiscal year $ 17,146 $ 17,431 $ 19,665 $ 18,982 $ 43,704 $ 48,280 


‘) $32.4 million of additional claims for the Administration Insurance Plans not included in the table above, are related to a catastrophic 
property loss for which the insurance proceeds were received prior to the incurred expenses. 
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NOTE 9. COMMITMENTS 
A. Highway Construction 


At June 30, 2021, the Department of Transportation had contractual commitments of approximately 
$463.2 million for construction of various highway projects. Funding for these highway projects is to be 
provided by federal grants and matched with state special revenue funds. 


B. Capital Assets and/or Other Construction 


At June 30, 2021, the Department of Administration, Architecture & Engineering Division, had 
commitments of approximately $31.7 million for capital projects construction. The primary government will 
fund $17.4 million of these projects, with the remaining $14.3 million funded by the Montana University 
System. 


At June 30, 2021, the Department of Fish, Wildlife, and Parks had contractual commitments of 
approximately $2.1 million for engineering and construction of various capital projects and $5.9 million to 
build a new licensing software called Explore Montana. The majority of funding for these commitments will 
be provided by federal grants and state special revenue funds. 


At June 30, 2021, the Department of Labor and Industry had $1.9 million contractual commitments for 
Montana State AmeriCorps Programs and a $4.4 million commitment for information technology 
contracts. The funding for these programs is to be provided by federal grants and state special revenue 
funds. 


At June 30, 2021, the Office of the Secretary of State had a contractual commitment of approximately 
$1.5 million for developing and implementing the ElectT system to replace the existing statewide Voter 
Registration and Election Management system (MT Votes). The majority of the funding for this project is 
to be provided by a federal grant from the U.S. Election Assistance Commission. 


At June 30, 2021, the Department of Transportation, had a $2.0 million contractual commitment for three, 
55 passenger coach buses. The funding for this purchase is to be provided by the Coronavirus Aid, Relief, 
and Economic Security (CARES) Act funding through the Federal Transit Administration. The Department 
also had contractual commitments of approximately $8.7 million for development and implementation of 
various IT projects. Funding for these projects is to be provided by federal grants, matched with state 
special revenue funds and unrestricted state revenue funds. Included within the department’s 
commitments are $4.4 million dedicated to the purchase and upgrade of PeopleSoft modules. 


C. Loan and Mortgage Commitments 


The Montana Board of Investments (BOI) makes firm commitments to fund commercial loans, residential 
mortgages, and Veterans' Home Loan Mortgages (VHLM) from the Coal Severance Tax Permanent Trust 
Fund. These commitments have expiration dates and may be extended according to BOI policies. As of 
June 30, 2021, BOI had committed, but not yet purchased, $18.1 million in loans from Montana lenders. 
Additionally, lenders had reserved $18.7 million for loans as of June 30, 2021. As of June 30, 2021, 
another $2.0 million represented lender reservations for the VHLM residential mortgage purchases with 
no purchase commitments. 


The BOI makes reservations to fund mortgages from the State’s pension funds. As of June 30, 2021, 
there were no mortgage reservations. All BOI residential mortgage purchases are processed by the 
Montana Board of Housing (MBOH). The MBOH does not differentiate between a mortgage reservation 
and a funding commitment. 


The BOI makes firm commitments to fund loans from the INTERCAP loan program. The BOl’s 
outstanding commitments to eligible Montana governments, as of June 30, 2021, totaled $23.8 million. 


D. Bond Commitments 


At June 30, 2021, the outstanding tax-exempt bonds distributed by the Facility Finance Authority were 
issued in the amount of $8.5 million of which $1.4 million in principal payments are scheduled to be paid 
by June 30, 2022. These bonds have been issued to facilities operating treatment and prerelease centers. 
The Department of Corrections agrees to provide payment on behalf of the contractors for the total 
principle and interest due regarding these outstanding bonds. These costs are then recovered through the 
center’s monthly billing for inmate room and board. 


E. Proprietary Fund Commitments 


Budgets are administratively established in the enterprise and internal service funds, excluding 
depreciation, compensated absences, and bad debt expense. Appropriations may be committed for 
goods/services that are not received as of fiscal year-end. These executory commitments are included in 
unrestricted net position in the accompanying financial statements as follows (in thousands): 


Enterprise Funds Amount 

Liquor Warehouse $ 155 
State Lottery Fund 14 
Other Enterprise Funds 12 
Subtotal - Enterprise funds $ 181 


Internal Service Funds 


Prison Industry $ 189 
Labor Central Services 1,537 
Subtotal - Internal Service funds $ 1,726 


F. Encumbrances 


As of June 30, 2021, the State of Montana encumbered expenditures as presented in the table below (in 
thousands): 


Nonmajor 
Federal Special Governmental State Special 
Revenue Fund General Fund Funds Revenue Fund Total 


Encumbrances $ 43,953 $ 20,387 $ 78 $ 90,023 $ 154,441 
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NOTE 10. LEASES/INSTALLMENT PURCHASES PAYABLE 


The State has entered into various capital and operating leases for land, buildings, equipment, and 
computer software. Lease contracts are required by law to contain a clause indicating if the continuation 
of the lease is subject to funding by the Legislature. It is expected, in the normal course of operations, that 
most of these leases will be replaced by similar leases. 


A. Capital Leases/Installment Purchases 


Obligations under capital leases/installment purchases at June 30, 2021, were as follows (in thousands): 


Governmental Business-Type 
Fiscal Year Ending June 30: Activities Activities 

2022 $ 4,773 $ 16 
2023 3,242 
2024 2,294 1 
2025 1,703 — 
2026 1,441 — 
2027 - 2031 4,112 — 
Total minimum payments 17,565 23 
Less: interest (1,522) (2) 

Present value of minimum payments $ 16,043 $ 21 


Assets acquired under capital leases for the primary government by asset class were as follows (in 


thousands): 
Asset Class 
Buildings $ 1,596 
Equipment 34,654 
Less: Accum Depreciation (13,258) 
Net Book Value $ 22,992 


B. Operating Leases 


Primary government rental payments for operating leases in fiscal year 2021 totaled $28.9 million. Future 
rental payments under operating leases are as follows (in thousands): 


Governmental Business-Type 
Fiscal Year Ending June 30: Activities Activities 
2022 $ 27,584 $ 665 
2023 23,980 617 
2024 20,831 616 
2025 17,833 586 
2026 15,205 581 
2027 - 2031 49,127 1,104 
2032 - 2036 26,281 147 
Thereafter 8,682 487 


Total future rental payments $ 189,523 $ 5,403 


NOTE 11. STATE SHORT-TERM DEBT AND LONG-TERM LIABILITIES 


A. General Information 


The State has no constitutional limit on its power to issue obligations or incur debt, other than a provision 
that no debt may be created to cover deficits incurred because appropriations exceeded anticipated 
revenues. No State debt shall be created unless authorized by a two-thirds vote of the members of each 
house of the Legislature or a majority of the electors voting thereon. The Board of Examiners (consisting 
of the Governor, Secretary of State, and Attorney General) is authorized, pursuant to various enabling 
acts, to issue bonds and notes of the State. 


B. Short-term Debt 


The Board of Examiners, upon recommendation of the Department of Administration, may issue notes in 
anticipation of the receipt of taxes and revenues. Notes may not be issued to refund outstanding notes. 


The State issues bond anticipation notes to finance the State Revolving Fund Programs that improve and 
rehabilitate wastewater and drinking water systems. The following schedule summarizes the activity for 
the year ended June 30, 2021 (in thousands): 


Bond Anticipation Notes Beginning Balance Additions Reductions eae 

Drinking Water - 2019A 600 _ 600 _ 
Drinking Water - 2019D 1,300 2,100 3,251 149 
Water/Wastewater - 2020D 1,100 2,900 4,000 — 
Drinking Water - 2020N — 1,663 — 1,663 


The State's Board of Investments (BOI) is authorized to issue Intermediate-Term Capital (INTERCAP) 
bonds under the Municipal Finance Consolidation Act. These bonds may not aggregate more than $190.0 
million, as amended by the 2007 Legislature. The purpose of the bonds is to provide funds for BOI to 
make loans to eligible government units. The bonds are not a debt or liability of the State. The bonds are 
limited obligations of BOI, payable solely from: 


1. Repayments of principal and interest on loans made by BOI to participating eligible governmental 
units. 

2. Investment income under the indenture. 

3. An irrevocable pledge by BOI. 


BOI has no taxing power. At the bondholder's option, the bonds may be redeemed any March 1, before 
maturity. BOI did not enter into an arms-length financing agreement to convert the bonds "put" or tender 
and did not resell the bonds into some other form of long-term obligation. Accordingly, these bonds, 
considered demand bonds, are included in short-term debt. 


The Board annually remarkets the bonds and annually adjusts the interest in accordance with the Bonds’ 
Indenture of Trust. Interest is paid semi-annually on September 1 and on March 1. Interest is computed 
based on a year of 360 days. The interest rate paid to bondholders on September 1, 2020 and March 1, 
2021 was 1.00%. The interest rate effective for March 1, 2021 — February 28, 2022 is 0.15%. 


In accordance with the Indenture, BOI can issue additional bonds at any time that would bear the interest 
rate determined at the time of issuance until the next remarketing date. No new bonds were issued in the 
fiscal year ending June 30. 


The INTERCAP program does not have principal payments except in the instance of an optional 
redemption by BOI. There was a change in outflow in 2021 that occurred primarily due to the optional 
redemption of outstanding bonds by the Board in the amount of $70.0 thousand. The bonds are 
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remarketed each February and are treated as a new issuance. Interest expense attributable to the current 
year was $649.8 thousand. 


The amounts issued and outstanding for the year ended June 30, 2021, were as follows (in thousands): 


Amount Balance 

Series Issued June 30, 2021 
2003 $ 15,000 $ 14,305 
2004 18,500 17,935 
2007 15,000 14,615 
2010 12,000 11,860 
2013 12,000 11,960 
2017 20,000 19,925 

$90,600 


The following schedule summarizes the activity relating to the demand bonds during the year ended June 
30, 2021 (in thousands): 


Beginning Sa : Ending 
Balance Additions Reductions Balance 


Demand bonds $ 90,670 $ — $ 70 $ 90,600 


C. Long-term Debt 


The full faith, credit, and taxing powers of the State are pledged for the payment of all general obligation 
debt. Revenue and mortgage bonds are secured by a pledge from the facilities to which they relate and 
by certain other revenues, fees, and assets of the State and the various colleges and universities. Primary 
government bonds and notes outstanding at June 30, 2021, were as follows (in thousands): 


Principal Payments 


Amount Interest Fiscal Year _In Year of Balance 

Governmental Activities Series Issued Range (%)"” 2022 Maturity June 30, 2021 
General obligation bonds 

Hard Rock Mining Reclamation 2002C 2,500 3.5-4.7 190 200 (2023) 390 
CERCLA Program 2005D —-2,000 3,25-4.3 120 140 (2026) 650 
Energy Conservation Program a 2006B 3,750 4.0-6.0 330 330 (2022) 330 
Long-Range Bldg Program 2008D 3,100 3.375-4.35 165 220 (2028) 1,335 
Long-Range Bldg Program Refunding 2011D 5,755 3.0-3.25 695 720 (2023) 1,415 
Long-Range Bldg Program Refunding 2013C 6,780 2.0-4.0 705 115 (2025) 2,325 
Long-Range Bldg Program Refunding 2014 28,810 1.5-5.0 2,195 820 (2028) 15,470 
Long-Range Bldg Program 2020C 28,900 2.0-5.0 2,470 3,465 (2030) 26,295 
St. Mary Water Project (Taxable) 2020E 2,658 1.62 276 315 (2030) 2,658 
2019 Session House Bill 652 2020G = 32,505 5.0 2,570 4,030 (2031) 32,505 
Long-Range Bldg Program 2020H 5,900 1.75-5.0 210 390 (2041) 5,900 
Trust Lands Refunding (Taxable) 20201 = 12,510 0.225-1.316 1,245 1,265 (2031) 12,510 
Water Pollution Control Revolving Fund Program ®) 2020J 24,865 0.225-2.456 1,620 305 (2041) 24,865 
St. Mary Water Project (Taxable) 2020K 985 1.5 105 115 (2030) 985 


Total general obligation bonds $161,018 $ 12,896 $ 127,633 


Principal Payments 


Amount Interest Fiscal Year _In Year of Balance 
Governmental Activities Series Issued Range (%) "” 2022 Maturity” June 30, 2021 
Special revenue bonds 
U.S. Highway 93 GARVEE Refunding” 2016 = 22,540 0.74-1.86 3,555 3,740 (2023) 7,295 
State Hospital Project ©) 2018 4,575 4.0-5.05 1,165 1,165 (2022) 1,165 
Coal Severance Tax Refunding (Taxable) 2020. 11,965 1.62 1,570 55 (2031) 11,170 
Coal Severance Tax ( Taxable) my 2020M 2,680 1.94 230 130 (2031) 2,300 
Total special revenue bonds ‘$ 41,760 $6520 $ 21,930 
Notes Payable 
Middle Creek Dam Project ©) 3,272 8.125 100 226 (2034) 1,759 
Tongue River Dam Project 11,300 _ 290 290 (2038) 4,926 
ITSD IBM Professional Services 758 0.19 170 72 (2023) 243 
Total notes payable $ 15,330 $ 560 $ 6,928 
Subtotal governmental activities, 
before unamortized balances 218,108 19,976 156,491 
Unamortized premium 14,846 
Total governmental activities $218,108 $ 19,976 $ 171,337 


The interest range is over the life of the obligation. 

Year of maturity refers to fiscal year. 

The CERCLA (Comprehensive Environmental Response, Compensation, and Liability Act) Program Bonds were issued for the purpose of financing the 
costs of State of Montana participation in the remedial actions under Section 104 of the CERCLA 42 United States Code Sections 9601-9657, and State of 
Montana costs for maintenance of sites under CERCLA. The CERCLA Bonds are secured additionally by a pledge of monies received by the State as cost 
recovery payments and revenues derived from the resource indemnity and groundwater assessment tax in the event cost recovery payments are 
insufficient. 

Bonds issued for financing the design, construction, and installation of energy conservation projects at various state buildings. 

Bonds were issued to refund the State's General Obligation Bonds (Water Pollution Control State Revolving Fund Program), Series 2015C, maturing on 
and after July 15, 2021; provide matching funds to enable the State to obtain capitalization grants from the U.S. Environmental Protection Agency for water 
pollution control facilities or other authorized improvements, to state political subdivisions; and pay costs of issuance of the Series 2020J Bonds and of the 
refunding. 

Facility Finance Authority loan to the Department of Public Health and Human Services for the Montana State Hospital Project. 

The U.S. Highway 93 GARVEES (Grant Anticipation Revenue Vehicles) Bonds were issued for the purpose of improving a 44.8-mile stretch of U.S. 
Highway 93. Repayment of the bonds is secured by a pledge of certain federal aid revenues. 

U.S. Bureau of Reclamation loan to the Department of Natural Resources & Conservation. 

Northern Cheyenne Tribe loan to the Department of Natural Resources & Conservation. The loan will not accrue interest and will be repaid over 39 years. 
Loan repayment is secured by the issuance of a coal severance tax bond to the tribe. 

Bonds were private sales. 


Debt Service Requirements 


Primary government debt service requirements at June 30, 2021, were as follows (in thousands): 


Governmental Activities 


General Obligation Bonds Special Revenue Bonds Notes Payable 

Year Ended June 30: Principal Interest Principal Interest Principal Interest 
2022 $ 12,896 $ 4,161 §$ 6,520 $ 618 $ 560 $ 45 
2023 12,911 3,693 5,565 375 466 44 
2024 12,396 3,277 1,850 158 398 41 
2025 12,115 2,867 1,885 127 403 44 
2026 12,410 2,453 1,635 96 408 41 
2027 - 2031 52,240 5,993 4,475 156 2,125 204 
2032 - 2036 9,335 921 _ — 1,988 122 
2037 - 2041 3,330 188 — _ 580 _ 

Total $127,633 $ 23,553 $ 21,930 $ 1,530 $ 6,928 $ 535 
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E. Summary of Changes in Long-term Liabilities 


Primary government long-term liability activities for the year ended June 30, 2021, were as follows (in 


thousands): 
Amounts 
Amounts Dueln More 
Beginning Ending DueWithin Than One 
Balance Additions Reductions Balance One Year Year 
Governmental activities 
Bonds/notes payable 
General obligation bonds $ 90,250 $ 79,423 $ 42,040 $ 127,633 $ 12,896 $ 114,737 
Special revenue bonds 19,330 14,645 12,045 21,930 6,520 15,410 
Notes payable 7,478 — 550 6,928 560 6,368 
117,058 94,068 54,635 156,491 19,976 136,515 
Unamortized premium 10,348 4,498 _ 14,846 _ 14,846 
Total bonds/notes payable ") 127,406 98,566 54,635 171,337 19,976 151,361 
Other liabilities 
Lease/installment purchase payable 20,617 1,381 5,955 16,043 4,344 11,699 
Compensated absences payable ‘” 109,293 53,778 47,716 115,355 47,641 67,714 
Estimated insurance claims ") 121,098 190,517 198,674 112,941 39,989 72,952 
Pollution remediation 173,492 806 6,783 167,515 21,303 146,212 
Net pension liability 2,243,084 700,884 183 2,943,785 — 2,943,785 
Total OPEB liability 45,593 95,801 — 141,394 — 141,394 
Total other liabilities 2,713,177 1,043,167 259,311 3,497,033 113,277 3,383,756 
Total governmental activities long-term 
liabilities $ 2,840,583 $1,141,733 $ 313,946 $ 3,668,370 $ 133,253 $ 3,535,117 
Business-type activities 
Lease/installment purchase payable $ 26 $ 5 $ 10 $ 21 $ 14 $ 7 
Compensated absences payable 2,217 879 197 2,299 795 1,504 
Arbitrage rebate tax payable 22 — 22 — — = 
Estimated insurance claims 17,523 99,363 99,202 17,684 13,804 3,880 
Net pension liability 11,510 3,848 68 15,290 = 15,290 
Total OPEB liability 817 1,641 8 2,450 — 2,450 
Total business-type activities long-term 
labilifies 332,115 $_105,736_$ 100,107 $ 37,744 $ 14,613 § 23,131 


() The compensated absences liability attributable to the governmental activities will be liquidated by several of the governmental and internal service funds. 
The Employee Group Benefits and Administration Insurance internal service funds will liquidate the estimated insurance claims liability. 

$32.4 million Administration Insurance Plans included in the table above, are related to a catastrophic property loss for which the insurance proceeds were 
received prior to the incurred expenses. 

) Deferred outflows, including those related to bonds payable, are reported separately on the Statement of Net Position based on GASB Statement No. 65. 


F. Refunded and Early Retired Debt 


Prepayments 
The Department of Natural Resources and Conservation (DNRC) used current available resources to 


make a prepayment of special revenue bond series 2020M in the amount of $270.0 thousand, resulting in 
the reduction of the outstanding balance. 


Refundings 
On September 29, 2020, the State issued general obligation refunding bonds series 20201 in the amount 


of $12.5 million to prepay series 2010F bonds in the amount of $12.3 million resulting in a payoff. The 
balance of the proceeds was used to pay the cost of issuance of 2020!. The refunding resulted in an 
economic gain of $2.2 million and s difference in cash flows of $2.2 million. 


On October 20, 2020, the State issued general obligation bonds series 2020J in the amount of $24.9 
million. New bond issuances consisted of $5.0 million, while $19.8 million was to prepay series 2015C 
resulting in a payoff. The refunding resulted in an economic gain of $1.5 million and a difference in cash 
flows of $4.8 million. 


On December 23, 2020, the State issued special revenue refunding bonds series 2020L in the amount of 
$12.0 million, using $4.3 million of the proceeds to refund series 2010C and 2013B, resulting in payoffs. 
This refunding resulted in an economic gain of $548.0 thousand and a difference in cash flows of $747.6 
thousand. 


G. No-Commitment Debt 


Information is presented below for financing authorities participating in debt issues. The related debt 
issued does not constitute a debt, liability, obligation, or pledge of faith and credit of the State. 
Accordingly, these bonds and notes are not reflected on the accompanying financial statements. 


Montana Board of Investments (BOI) 


BOI is authorized to issue Qualified Zone Academy Bonds (QZAB) under the Municipal Finance 
Consolidation Act as conduit (no-commitment) debt. The revenues, and in some cases, the taxing power 
of the borrower, are pledged to repay the bonds. At June 30, 2021, QZAB debt outstanding aggregated 
$5.0 million. 


BOI is also authorized to issue Qualified School Construction Bonds (QSCB) under the Municipal Finance 
Consolidation Act as conduit (no-commitment) debt. The revenues of the borrower are pledged to repay 
the bonds. At June 30, 2021, QSCB debt outstanding aggregated $3.2 million. 


H. Estimated Pollution Remediation Obligation 


Estimated pollution remediation obligations are obligations to address the current or potential detrimental 
effects of existing pollution by participating in pollution remediation activities such as site assessments 
and cleanups. The estimates are derived using the expected cash flows method as well as technical 
estimates from record of decisions, consent decrees, and/or settlement agreements. There may be 
factors influencing the estimates that are not known at this time. Prospective recoveries from other 
responsible parties may reduce the State’s obligation. 


The State’s estimated pollution remediation liability as of June 30, 2021, was $167.5 million. Of this 
liability, $3.7 million resulted in settlement agreements to provide restoration of natural resources, water 
supplies, and natural resource-based recreational opportunities up to the settlement amount; $163.8 
million is based on decrees or settlements for remediation activities. Other estimated liabilities have been 
recorded for soil and Polychlorinated Biphenyls (PCB) contamination, as well as removal of asbestos 
contamination. The estimated pollution remediation liability was recorded in compliance with accounting 
and reporting standards and does not constitute the State’s total acceptance of the liability or 
responsibility on these matters. 
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I. Non-Exchange Financial Guarantee 


BOI provides loan guarantees from the Coal Severance Tax Fund to the Facility Finance Authority (FFA). 
BOI exposure to bond issues, surety bonds, and designated loans of the FFA totaled $100.2 million as of 
June 30, 2021. FFA is a discretely presented component unit of the State of Montana. FFA guarantee 
requests are submitted to BOI for review and approval. BOI’s participation, either duration or any other 
consideration, to either purchase bonds or loans or to lend money for deposit into FFA’s statutorily 
allowed capital reserve account is explicitly limited by statute, which requires BOI to act prudently. The 
guarantee requests from FFA pertain to bonds issued by FFA with a term of up to 40 years. BOI receives 
a credit enhancement fee at FFA bond closing based on the term of the financing, the type of bond, the 
rating of the borrower, and the type of reserve fund. BOI and FFA have entered into an agreement 
detailing repayment to BOI. The credit enhancement fee received during the fiscal year was $385.0 
thousand. BOI has not had to perform on any loan guarantee in the past. 


The following schedule summarizes the activity related to the non-exchange financial guarantee during 
the year ended June 30, 2021 (in thousands): 
Beginning Ending 
Balance Additions Reductions —_ Balance 
$ 88,346 $ 33,465 $ 21,563 $ 100,248 


NOTE 12. INTERFUND BALANCES AND TRANSFERS 


A. Balances Due From/To Other Funds 


Balances due from/to other funds arise when there is a timing difference between the dates that 
reimbursable expenditures and interfund services provided/used are recorded in the accounting system 
and the dates on which payments are made. Balances also arise when there is a timing difference 
between the dates transfers between funds are recorded and the dates on which payments are made. 
Balances due from/to other funds also include the current portion of balances related to amounts loaned 
by the Municipal Finance Programs to other funds, under the Board of Investments’ INTERCAP loan 


program. Balances due from/to other funds are expected to be repaid within one year from origination. 


Balances due from/to other funds at June 30, 2021, consisted of the following (in thousands): 


Due to Other Funds 
Coal Federal Internal Nonmajor — Nonmajor 
Severance Special General Service Enterprise Governmental 
Tax Revenue — Fund Funds —- Funds ” Funds 
Due from Other Funds 
Federal Special Revenue $ — $ — $ 2,040 $ — $ — $ — $ 
General Fund _— 8,844 — — 14,386 — 
Internal Service Funds 40 1 — —_— _— _— 
Municipal Finance Programs — — — 2,076 — 1,654 
Nonmajor Enterprise Funds _ —_— _— _— — _ 
Nonmajor Governmental Funds — 4,155 29 — _— — 
State Special Revenue “? 4,340 627 464 = 280 754 
Total $ 4380 $ 13,627 $ 2,533 $ 2,076 $ 14,666 $ 2,408 $ 


State 
Special 
Revenue Total 
249 $ = 2,289 
11,355 34,585 
2 43 
— 3,730 
38 38 
751 4,935 
— 6,465 


12,395 $ 52,085 


Total due from other funds to the state special revenue fund on the fund financial statement is reported as $16.2 million. The difference of $9.8 million 


between the amount reported above and the amount reported in the fund financial statement relates to long-term receivables. The receivables are 
reported on the fund financial statement, and the long-term liabilities are reported on the government-wide statement. 


(2) 


Total due to other funds from the nonmajor enterprise funds on the fund financial statement is reported as $14.9 million. The difference of $221.0 


thousand between the amount reported above and the amount reported on the fund financial statement relates to loans payable. The receivables are 


reported on the government-wide statement, and the liabilities are reported on the fund financial statement. 


B. Interfund Loans Receivable/Payable 


Montana statutes include a provision for interfund loans when the expenditure of an appropriation is 
necessary, and the cash balance in the account from which the appropriation was made is insufficient to 
pay the expenditure. Interfund loans receivable/payable are expected to be repaid within one year from 


the date of origination. 
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Interfund loans receivable/payable at June 30, 2021, consisted of the following (in thousands): 


Interfund Loans Payable 


Coal Federal _ Internal Nonmajor Nonmajor State 
Severance Special Service = Governmental Enterprise Special Land 

Tax Revenue Funds Funds Funds Revenue Grant Total 
Interfund Loans 
Receivable 
General Fund $ 1,593 $ 87,928 $ 662 $ 335 $ 2,700 $ 4,921 $ — $ 98,139 
Nonmajor Enterprise 
Funds — 140 _— — _ 75 — 215 
Federal Special Revenue — — _ — — 5 — 5 
State Special Revenue — 78,309 26 — _— _— 2 78,337 

Total $ 1,593 $ 166,377 $ 688 $ 335 $ 2,700 $ 5,001 $ 2 $ 176,696 


C. Advances To/From Other Funds 


Advances to/from other funds represent the portion of interfund loans that are not expected to be repaid 
within one year from the date of origination. Advances to/from other funds also include the noncurrent 
portion of balances related to amounts loaned by the Municipal Finance Programs to other funds, under 
the Board of Investments’ INTERCAP loan program. For more information on the INTERCAP loan 
program, refer to Note 11. 


Advances to/from other funds at June 30, 2021, consisted of the following (in thousands): 


Advances from Other Funds 


Federal Internal Nonmajor State 

Special Service Governmental Special 

Revenue Funds Funds Revenue Total 
Advances to Other Funds 
General Fund $ 355 § — $ — $ — $ 355 
Municipal Finance Programs _— 7,027 162 — 7,189 
Nonmajor Governmental Funds _ _— _— 5,328 5,328 
State Special Revenue 36,524 _— 1,599 — 38,123 

Total $ 36,879 $ 7,027 $ 1,761 $ 5,328 $ 50,995 


Additional detail for certain advance balances at June 30, 2021, follows (in thousands): 


Advances from the Municipal Finance Programs 
under the INTERCAP Loan Program 


Departmental Function Balance 
Natural Resources and Conservation $ 1,465 
Public Safety 309 
Transportation 5,415 
Total $ 7,189 


D. Interfund Transfers 


Routine transfers between funds are recorded to (1) transfer revenues from the fund legally required to 
receive the revenue to the fund authorized to expend the revenue, (2) transfer resources from the 
General Fund and special revenue funds to debt service funds to support principal and interest payments, 


(3) transfer resources from enterprise funds to the General Fund to finance general government 
expenditures, and (4) provide operating subsidies. 


Interfund transfers for the year ended June 30, 2021, consisted of the following (in thousands): 


Transfers Out 


Coal Federal Internal Nonmajor — Nonmajor State 
Severance Special General Service Land Enterprise Governmental Special 

Tax Revenue Fund" Funds” Grant Funds”) Funds Revenue Total 
Transfers In 
Coal Severance Tax $ — $ — $ — $ —$ —$ — $ 167 $ —$ 167 
Federal Special Revenue — _— 2 — — — _ 2,057 2,059 
General Fund " 15,967 147 — _ 6 54,087 — 14,879 85,086 
Internal Service Funds — _— 1,213 _— — _— — 807 2,020 
Land Grant _ _ _ _ - - _ 94 94 
Nonmajor Enterprise Funds _ _— _— _ _— — _— 26 26 
Nonmajor Governmental Funds 471 16,290 246,538 160 1,570 — 735 54,195 319,959 
State Special Revenue 16,772 9,164 83,240 86 65,264 10,633 27,042 — 212,201 
Unemployment Insurance _— 203,571 _— — — — — — 203,571 


(1) 


(2) 


(3) 


Total $33,210 $ 229,172 $330,993 $ 246 $66,840 $ 64,720 $ 


$1.1 million was transferred from the General Fund to the Budget Stabilization Reserve Fund; however, those funds are combined for reporting 
purposes. Therefore the transfer is not accounted for in the above table as both the transfer-in and the respective transfer-out have been eliminated 
as required for proper financial reporting. 

Total transfers-out for internal service funds on the fund financial statements is reported as $5.1 million. The difference of $4.8 million between the 
amount reported above of $246.5 thousand and the amount reported on the fund financial statements relates to the transfer of capital assets 
between a governmental fund type and the internal service fund type. When capital assets are transferred between these fund types, the transferring 
fund reports the net book value of the capital asset as a transfer-out, and the receiving fund reports the net book value of the capital asset as a 
capital contribution. 

Total transfers-out for nonmajor enterprise funds on the fund financial statements is reported as $64.8 million. The difference of $67.8 thousand 
between the amount reported above of $64.7 million and the amount reported on the fund financial statements relates to the transfer of capital assets 
between a governmental fund type and the nonmajor enterprise fund type. When capital assets are transferred between these fund types, the 
transferring fund reports the net book value of the capital asset as a transfer-out, and the receiving fund reports the net book value of the capital 
asset as a capital contribution. 


27,944 $ 72,058 $825,183 
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NOTE 13. FUND EQUITY DEFICITS 


The following funds have a deficit net position remaining at June 30, 2021, as follows (in thousands): 


Fund Type/Fund Deficit 
Governmental Funds 

Federal Special Revenue ” $ (11,321) 
Federal/Private Construction Grants ®) (1,012) 


Internal Service Funds 


Information Tech Services $ (15,267) 
Building and Grounds (1,010) 
Admin Central Services (1,841) 
Labor Central Services (6,763) 
Commerce Central Services (1,559) 
OPI Central Services (2,257) 
DEQ Indirect Cost Pool (3,730) 
Payroll Processing (1,509) 
Investment Division (2,080) 
Aircraft Operation (552) 
Justice Legal Services (977) 
Personnel Training (173) 
Other Internal Services (244) 
SABHRS Finance & Budget Bureau (535) 
Enterprise Fund “ 

State Lottery $ (2,219) 
Subsequent Injury (791) 


{) The allocation of net pension liability and total OPEB liability 
is a significant factor in creating these deficits. For more detail 
related to these liabilities, see Notes 6 and 7, respectively. 
Delayed fire season federally reimbursable costs, which are 
currently reported as unavailable revenues within deferred 
inflow of resources, is a significant factor creating this deficit. 
A nonmajor capital projects fund. 


(2) 


NOTE 14. MAJOR PURPOSE PRESENTATION 


Special Revenue and Fund Balances Classifications by Purpose — In the governmental fund financial 
statements, classifications of special revenue fund revenues and fund balances are presented in the 
aggregate. The tables presented below further display the special revenue fund revenues and fund 


balances by major purpose for the year ending June 30, 2021. 


Licenses/permits 

Taxes 

Charges for services 
Investment earnings 
Securities lending income 


Sale of documents/ 
merchandise/property 


Rentals/leases/royalties 
Contributions/premiums 
Grants/contracts/donations 
Federal 


Federal indirect cost 
recoveries 


Other revenues 
Transfers in 


Total State Special 
Revenue 


Charges for services 
Investment earnings 
Grants/contracts/donations 
Federal 


Federal indirect cost 
recoveries 


Other revenues 
Transfers in 


Total Federal Special 
Revenue 


General 


Government 


$ 


$ 


122,053 
231,006 
27,193 
368 


1,814 
42,103 


459,708 


General 


Government 


$ 


852 


1,428,286 


1,429,684 


$ 


$ 


$ 


$ 


Public 
Safety 


51,533 
6,313 
20,953 
2,292 
17 


4,237 
17 
10 


543 
8,801 


97,561 


State Special Revenue By Source (in thousands) 


Transportation 


$ 


$ 


25,824 
274,431 
9,183 
82 


51,830 
257 
1,683 


364,665 


Health and 
Human 
Services 


$ 2,514 


58,004 
86 


358 
16,113 


$91,290 


Natural 
Education Resources 
$ 165 $ 96,946 
— 19,114 
3,179 32,857 
302 6,614 
2 28 
1 4,123 
5 261 
— 609 
2,311 4,728 
3 10 
_— 4,671 
84 707 
1,958 141,543 
$ 8,010 $ 312,211 


Federal Special Revenue By Source (in thousands) 


Public 
Safety 


59 
7 


18,183 


6 
1,591 


19,846 


Transportation 
$ = 

535,970 
$ 535,970 


Health and 
Human 
Services 


$ 6,805 
9 
2,363,474 


96,740 
1,326 
466 


$_ 2,468,820 


Natural 
Education Resources 
$ 209 $ _ 
5 16 
35 _— 
249,852 96,493 
113 1,354 
1 2 
$ 250,215 $ 97,865 


Total 
$ 299,035 
530,864 
151,369 
9,744 
47 


9,061 
1,254 
35,092 
15,470 
8,996 


56,549 
3,763 
212,201 


$1,333,445 


44 
4,692,258 


98,207 
1,335 
2,059 


$ 4,802,400 
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Governmental Fund Balance By Function, June 30, 2021 
(in thousands) 


Special Revenue Permanent 
Coal 
Severance Land 
General State Federal Tax Grant Nonmajor Total 
Fund balances: 
Nonspendable 
Inventory $ 4,087 $ 21,669 $ — § — § — §$ — $ 25,756 
Permanent fund principal — 500 — 664,992 871,681 414,009 1,951,182 
Long-term notes/receivables 355 — _ _ — _ 355 
Prepaid expense 729 461 151 _ _ _— 1,341 
Total nonspendable 5,171 22,630 151 664,992 871,681 414,009 1,978,634 
Restricted 
General government _ 30,253 — — _ 22,941 53,194 
Public safety — 179,901 — — — 1 179,902 
Transportation _— 152,946 — — _— — 152,946 
Health and human services — 24,414 — — _— 673 25,087 
Education — 15,029 — — — 13 15,042 
Natural resources — 794,536 _ — _ 10,601 805,137 
Total restricted — 1,197,079 — — _ 34,229 1,231,308 
Committed 
General government 114,199 162,803 — 564,068 — 262,669 1,103,739 
Public safety — 71,674 _— _— _— — 71,674 
Transportation _— 21,450 _— _— — _— 21,450 
Health and human services — 69,725 — — — 12 69,737 
Education — 26,216 — — — _— 26,216 
Natural resources _ 405,668 _— — — 30,877 436,545 
Total committed 114,199 757,536 — 564,068 — 293,558 1,729,361 
Assigned 
General government — 1,121 — _— — 66 1,187 
Public safety _ _ _— — — 185 185 
Health and human service —_— 772 — _— — —_— 772 
Education — 20 _— _— — — 20 
Natural resources _— 40 — — _— _ 40 
General Fund spend down 75,000 _— — — — — 75,000 
Encumbrance 20,387 _ _ — _ — 20,387 
Total assigned 95,387 1,953 — — — 251 97,591 
Unassigned 641,543 — (11,472) _— — (1,012) 629,059 


Total fund balance $856,300 $1,979,198 $ (11,321) $1,229,060 $ 871,681 $ 741,035 $5,665,953 


NOTE 15. RELATED PARTY TRANSACTIONS 


The Montana School for the Deaf and Blind is associated with a foundation, which is a nonprofit 
organization outside of state government. The school’s foundation is governed by a board of directors that 
annually approves a budget for the financial support to be provided to the school. This budget defines the 
allowable expense categories for the year. Aschool employee is the person approving the expenses to be 
paid by the foundation based on its budget. The employee submits the approved invoices to the 
foundation’s bookkeeper, who then prepares the checks and submits them to a board member who 
reviews backup documentation and signs the checks. 


The Department of Labor and Industry Workforce Services Division rents space in Libby, MT from Mineral 
Plaza, LLC, in which one of the owners is a local job service manager. The term of the lease is July 1, 
2013, and ending June 30, 2022. The annual lease amount is currently set at $21.3 thousand. 


The Department of Labor and Industry Workforce Services Division rents space in Cut Bank, MT from 
Glacier Community Health Center, Inc., in which one of the active board members is a local job service 
manager. The term of the lease is July 1, 2019, and ending June 30, 2022. The annual lease amount is 
currently set at $35.0 thousand. 


The relative of a member of Montana Department of Transportation’s (MDT) management team is part 
owner of a business that holds a State term contract for supplies. A term contract is a contract in which a 
source for supplies is established for a specific period of time at a predetermined unit price. The term 
contracts are issued by the State Procurement Bureau of the Department of Administration (DOA) and 
state agencies are required to use the DOA issued term contracts for such supplies. MDT purchased 
supplies from this business in the amount of $98.4 thousand for the fiscal year ended June 30, 2021. 


A relative of a member of MDT's Management Team is part owner of a business which has been granted 
the right by the local airport to operate and provide related services. There is only one such operator at 
this airport. Given this exclusivity, MDT had transactions with this business. MDT purchased services in 
the amount of $100.9 thousand for the fiscal year ended June 30, 2021. 


Per Section 85-1-617 and 85-1-624, MCA, Renewable Resource Grant and Loan Program, the 
Department of Natural Resources and Conservation (DNRC) is eligible to issue General Obligation (GO) 
bonds for the purpose of making private sale loans. DNRC has applied and received “recycled loan funds” 
from the State Revolving Fund (SRF) program for the non-point source private loan program. The loans 
are GO private sale bonds. The balances for loans in repayment for fiscal year 2021 was $1.6 million. The 
loans have interest rates of 2.5% and are repaid over 15 years. These loans are presented as Advances 
to Other Funds on the balance sheets. 


Per Administrative Rules of Montana 17.58.101, the Montana Petroleum Tank Release Compensation 
Board (Board) is an independent board that is attached to Department of Environmental Quality (DEQ) for 
administrative purposes only. Board members are required to follow Montana's code of ethics, which 
includes recusing oneself in matters related to a conflict of interest. DEQ is required to go through a 
competitive bidding process to ensure this State law is followed. Four Board members were identified as 
having related party transactions with DEQ. These relationships include members who are: 1) an 
employee of a company that had a release and is receiving funds; 2) an agent for an insurer that covered 
a station tank release and is receiving funds; 3) an officer in a bank that receives funds; and 4) a 
contractor for DEQ, that is responsible for clean-up oversight, and is also a shareholder of a separate 
company that receives funds. ADEQ employee's spouse is an elected City Commissioner for the City of 
Helena which was awarded $25.5 thousand in VW Settlement funds for three electric charging stations by 
DEQ. Total payments to all related parties were direct payments to the contractors in the amount of 
$312.6 thousand and indirect payments to the bank and the insurance company in the amount of $402.0 
thousand and $42.1 thousand, respectively, for the fiscal year ended June 30, 2021. 


All lotteries that offer multi-state games transact with the Multi-State Lottery Association (MUSL), which 
requires the lottery directors from each of the states to be on the MUSL board of directors. The former 
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Director of the Montana Lottery was on the MUSL board until January 1, 2021, and served as the 
Secretary of its board of directors. As such, the former Director of the Montana Lottery was in a 
management position for both MUSL and the Montana Lottery, which have significant transactions 
between each other. The Montana Lottery has prize reserves with MUSL in the amounts of $1.1 million for 
the fiscal year ended June 30, 2021. The prize reserve monies are assets of the Montana Lottery and 
would be returned if the Montana Lottery were to quit any of the multi-state games. Weekly, MUSL 
collects each state’s share of prize expenses to go towards respective jackpots. If a state has a large 
enough prize amount or number of winners for any particular draw, MUSL would then reimburse any state 
for the excess prize payments. The Montana Lottery paid MUSL $7.7 million for its share of prizes and 
received reimbursements for prizes in the amount of $750.0 thousand for the fiscal year ended June 30, 
2021. 


There are campus-affiliated foundations within the Montana University System (MUS) identified in the 
Montana Board of Regents of Higher Education Policy 901.9 — Campus-Affiliated Foundations; Montana 
University System Foundation. The private foundations affiliated with campuses of the MUS provide 
support to their respective campuses, consistent with the mission and priorities of such campuses. 
Transactions occur between the Commissioner of Higher Education and said foundations as 
reimbursements for hosting MUS constituents and other related events and gatherings. These 
transactions do not affect the financial statements in any way; however, the total such transactions were 
$1.7 thousand for the fiscal year ended June 30, 2021. 


In addition, the MUS Group Insurance Program offers insurance coverage and receives insurance 
premiums from other related parties such as the campus-affiliated foundations and the community 
colleges. This premium revenue for campus-affiliated foundations and community colleges approximately 
amounts to $6.7 million for the fiscal year ended June 30, 2021. Beginning January 1, 2022, campus- 
affiliated foundations will cease to be covered by the MUS Group Insurance Program. 


Montana Higher Education Student Assistance Corporation (MHESAC) has no employees, and the 
Student Assistance Foundation (SAF) manages its business operations. A Board of Regents board 
member is also an MHESAC Board of Directors member, an Office of the Commissioner of Higher 
Education OCHE staff member is an MHESAC officer, and the Commissioner of Higher Education is an 
Ex-officio member of the board. 


NOTE 16. CONTINGENCIES 


Litigation 

The State is party to legal proceedings, which normally occur in government operations. The legal 
proceedings are not, in the opinion of the State's legal counsel and the Department of Administration, 
likely to have a material adverse impact on the State's financial position, except where listed below. 


PPL v. Montana involves ownership of sections of riverbed on the Missouri, Clark Fork, and Madison 
rivers. The case originated in 2003, when a group of parents of school-age children sued Petitioner PPL 
Montana, LLC (PPL), in Federal Court, alleging that the company must pay rent for the use of state- 
owned riverbeds to generate hydroelectric power. After the Federal Court dismissed the case for lack of 
jurisdiction, PPL filed an action in state district court seeking a declaration that the state could not charge 
them rent for the use of the riverbeds at issue. The State intervened in the case and counterclaimed for a 
declaration that PPL and its co-plaintiffs unlawfully occupied state lands and must compensate the State 
Land Trust on behalf of its public beneficiaries for the use of those lands. The legal test for ownership of 
the riverbeds is whether the rivers at issue were navigable at the time of statehood. Based upon the 
historical record, the District Court granted the State summary judgment on the question of navigability, 
and the case proceeded to trial on the issue of compensation for the use of trust lands. In June of 2008, 
the Court issued its ruling and ordered that PPL owed the State almost $41.0 million for past use of the 
riverbeds. 


PPL appealed the decision to the Montana Supreme Court. The case was briefed and argued before the 
Court. In March of 2010, the Montana Supreme Court issued a decision upholding the district court's 
finding of navigability and determination of compensation. 


PPL appealed the case to the United States Supreme Court. The case was briefed and argued, and in 
February of 2012, the Court reversed the Montana Supreme Court’s decision. The United States 
Supreme Court concluded that the Montana courts had applied an incorrect legal standard for 
determining a river’s navigability. The Court clarified that navigability had to be determined on a segment- 
by-segment basis. The Court remanded the case for further proceedings, and the case currently is 
pending in the Montana First Judicial District, Lewis and Clark County, Judge Michael McMahon 
presiding. The cause number is CDV 2004-846. Additional detail is provided below as the case has been 
remanded to the United States District Court, District of Montana, Helena Division. 


The most obvious impact of the Supreme Court’s decision is that the State is no longer entitled to the 
$41.0 million judgment. The monetary amount that the State may be entitled to depends on the 
navigability of the rivers, which will have to be determined under the Supreme Court’s segment-by- 
segment approach. Going forward, the litigation will focus on applying the Supreme Court’s segmentation 
approach to determine the navigable reaches of the Madison, Clark Fork, and Missouri Rivers. At this 
stage, it is difficult to predict an outcome of this litigation. 


A less obvious financial impact is the bill of costs that PPL submitted to the district court following the 
remand. PPL requested that the district court tax the State of Montana with $1.2 million for PPL’s costs 
relating to the appellate proceedings. All, but approximately $31.0 thousand, relate to premiums that PPL 
paid for a supersedeas bond in support of staying the $41.0 million judgment. In May 2012, the State filed 
its response to PPL’s bill of costs and agreed to costs for $31.3 thousand. However, the State moved the 
court to deny PPL’s request for costs related to the supersedeas bond. The parties stipulated to hold this 
issue in abeyance until the court rules on all remaining matters in the case. Counsel for the State has 
agreed to release the supersedeas bond. In the opinion of counsel, there are good legal arguments that 
support the State’s position that it should not be required to pay the supersedeas bond premiums; 
however, legal and procedural uncertainties exist that make an adverse determination reasonably 
possible. 


This case, now known as State of Montana v. Talen Montana, LLC et al. (Cause No. CV 16-35-H-DLC- 
JCL), was scheduled for a bench trial without a jury from January 3 through January 19, 2022. No 
decision was made by the Judge. Rather, the parties are required to submit amended proposed findings 
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of fact and conclusions of law by mid-April 2022. Thereafter the Court will render a decision, probably no 
earlier than July 2022. All Defendants have answered the State's amended complaint, including the 
recently added Defendant United States. The State's expert witnesses have been disclosed and 
Defendants’ expert witnesses were required to be disclosed in February 2021. Discovery closed May 21, 
2021. The State's claims against the utilities remain unchanged and the State still holds the opinion that 
no further potential liability to the State is expected relative to this action and no additional updates are 
necessary in regard to the outstanding litigation. 


Diaz et al. v. Blue Cross and Blue Shield of Montana et al. (Diaz) was a lawsuit filed in the Montana First 
Judicial District Court, Lewis and Clark County, Cause No. BVD-2008-956, in October 2008, by plaintiffs 
Jeanette Diaz, Leah Hoffman-Bernhardt, and Rachel Laudon, individually, and on behalf of others 
similarly situated, naming Blue Cross and Blue Shield of Montana (BCBS), New West Health Services 
(New West), Montana Comprehensive Health Association, and the State of Montana (State) as 
defendants. The complaint alleges that the defendants have violated the made-whole laws of Montana 
and illegally given themselves subrogation rights. 


On June 12, 2009, the Plaintiffs filed with the District Court a motion for class certification. The District 
Court Judge denied the Plaintiffs’ motion for class certification on December 16, 2009. The Plaintiffs 
appealed this decision to the Montana Supreme Court. As part of the review of the underlying decision 
denying class certification, the Montana Supreme Court remanded the case to the District Court to 
determine the question of whether the made-whole laws, codified in Section 2-18-902 and Section 
33-30-1102, MCA, apply to the various types of third-party administrators (TPAs) at issue in Diaz. The 
District Court held that these laws do not apply to TPAs. The Plaintiffs appealed this decision. 


On December 21, 2011, the Supreme Court issued its decision, holding that the District Court abused its 
discretion in denying a class action and that BCBS and New West, as TPAs of the State’s health plan, are 
not subject to the made-whole laws as “insurers” under Section 2-18-901 to 902, MCA, or under a third- 
party beneficiary theory. 


On June 20, 2012, the District Court ruled on the State’s summary judgment motion seeking an order 
from the court that the State has not violated the made-whole laws in the administration of its health plan. 
The court denied the State’s motion, ruling that the State is an insurer for the purposes of the made-whole 
laws and that it must conduct a made-whole analysis before exercising and subrogation/coordination of 
benefits rights. The State filed with the District Court a motion requesting that the court certify its decision 
to the Montana Supreme Court. The District Court granted the motion, and the Montana Supreme Court, 
over Plaintiffs’ objection, ultimately agreed in a November 27, 2012, Order to hear this issue. The Plaintiffs 
also appealed to the Montana Supreme Court, the District Court’s definition of the class action. 


On August 6, 2013, the Montana Supreme Court issued its opinion, affirming the Montana First Judicial 
District Court’s decision defining the class action to include only those State benefit plan members who 
had timely filed claims for covered benefits for services that took place no earlier than eight years before 
the filing of the Plaintiffs’ complaint, which was October 23, 2008. 


On November 6, 2013, the Montana Supreme Court issued its opinion, affirming the District Court’s June 
20, 2012 Decision that the applicable made-whole laws apply to the State benefit plan. 


On September 8, 2014, the District Court issued an order ruling on several motions that the parties had 
filed. The principal rulings were: (i) the Court authorized Plaintiffs to proceed with additional discovery to 
determine if the class definition should be altered or amended; (ii) given its order to allow additional 
discovery, the Court held in abeyance its decision on the State’s Motion for Summary Judgment 
requesting that the class be limited to those who timely filed claims within the one-year filing restriction 
contained in the State’s policy; (iii) the Court granted the Plaintiffs’ motions asking the Court to require the 
State to conform its health plans, procedures, notices, and practices to comply with the Montana 
Supreme Court’s rulings in this case and to pay covered medical expenses, await the resolution of claims 
against liability carriers, and then conduct a made-whole determination before it can exercise subrogation 
or accept reimbursements from its members or providers; and (iv) the Court ordered the parties to 


develop a class notice to be sent to past and current plan members dated back to eight years before this 
suit was filed. The State and Plaintiffs’ counsel developed the notice that has been sent to class 
members. 


On April 13, 2015, the District Court issued an Order on Interest to Be Paid, requiring the State to include 
in the payments ultimately made to class members' interest at the rate of 10.0% per annum. For claims 
arising before December 24, 2009, interest would begin 30 days following the Montana Supreme Court’s 
decision in Blue Cross and Blue Shield of Montana, Inc. v. Montana State Auditor. For any claims arising 
after December 24, 2009, interest would begin starting on the day the underlying medical expenses were 
incurred. 


On October 5, 2015, the Plaintiffs filed with the District Court a motion directing the State to pay attorney 
fees arising from the class action suit. On November 9, 2015, the District Court issued an order denying 
Plaintiffs’ motion for attorney fees. 


On December 14, 2015, the District Court issued an order certifying that its orders concerning interest 
and attorney fees were final for purposes of an appeal to the Montana Supreme Court. On January 12, 
2016, the Plaintiffs filed a Notice of Appeal with the Montana Supreme Court, appealing the interest and 
attorney fee orders. 


Pursuant to the Montana Supreme Court’s mandatory mediation process, the parties reached a 
settlement on attorney fee payments; however, the parties did not reach agreement on the interest issue. 
On October 25, 2016, the Montana Supreme Court issued its ruling on the interest issue, finding that 
November 14, 2009, is the date that interest commences; and, for claims arising after November 14, 
2009, interest will begin starting on the day the underlying medical expenses were incurred. 


On April 28, 2017, the District Court appointed a Special Master to consider and resolve issues regarding 
expanding the class to persons with unsubmitted claims; whether to include claims after 2009; whether 
the State must identify members from third party administrators other than Blue Cross/Blue Shield; 
whether, if at all, the State must reform its systematic practices; supervising the payment and notice 
process; which party or parties should pay the Special Master for her time and expenses; whether the 
District Court should approve a partial payment of attorney fees; setting a time frame for making claims; 
setting a time for ending the class action; determining payment of residual funds; and any other issues as 
necessary to facilitate the swift and equitable resolution of the case. 


As of June 30, 2017, the State paid Plaintiffs $1.4 million in based payments plus interest. 


On June 21, 2017, the Special Master issued a report and recommended order regarding the partial 
payment of the Plaintiffs’ counsels’ attorney fees. This recommendation was based on a stipulation the 
State and the Plaintiffs’ counsel had reached, agreeing that the State would pay counsel $400.8 thousand 
for claims made by individuals that could be documented. The State has paid this amount to class 
counsel. 


The Special Master issued a second report and recommended order expanding the class on August 8, 
2018. The principal findings of this recommendation were to expand the class definition to include those 
individuals who did not submit claims to the State for processing; to expand the class to end June 30, 
2016; and to redefine the class as (a) employees, employee dependents, retirees, and retiree dependents 
who participate or participated in the State of Montana’s health benefit plan(s), administered or operated 
by the State and/or the third party administrators whose claims for covered benefits took place no earlier 
than eight years prior to the filing of the complaint in this action, which was October 23, 2008; (b) who 
were injured through the legal fault of persons who have legal obligations to compensate them for all 
damages sustained; and (c) who have not been made whole for their damages (or for whom the State 
and TPAs conducted no made-whole analysis) because the State and the third party administrators 
programmatically failed to pay benefits for their covered medical costs. On October 29, 2018, the District 
Court Judge issued an Order Adopting the Special Master's Report Expanding the Class. 
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As of June 30, 2018, the State paid Plaintiffs $1.7 million in based payments plus interest. 


On April 23, 2019, the District Court Judge approved the parties’ motion for a process to identify and 
distribute residual funds for known class members on the master list for Blue Cross Blue Shield of 
Montana claims. On May 2, 2019, the State issued payment of $122.0 thousand to the Hunt Law Firm for 
the residual funds and interest thereon. 


On May 1, 2019, the parties filed the Notice to Special Master of Agreement on Notice Procedure. 
Pursuant to that notice, the State distributed notices to all former and current State employees enrolled in 
the State health plan between January 1, 2010, through June 30, 2016. Notice was distributed through 
email and first-class mail. The initial distribution of notices was May 23, 2019. The deadline for a claimant 
to return a claim to the State was November 30, 2019. 


As of June 30, 2019, the State paid Plaintiffs $2.0 million, including the payment for residual funds and 
interest. 


As of June 30, 2020, the State paid Plaintiffs $2.9 million for claim payments, interest, and attorney fees 
for Plaintiffs' counsel. 


As of February 28, 2021, the state paid Plaintiffs a cumulative $3.0 million for claim payments, interest, 
and Plaintiffs’ attorney fees. 


On March 23, 2021, Plaintiffs filed a motion to enforce an October 29, 2018 Order to address first party 
medical payments coverage in casualty insurance policies (the “Med-pay Claims”). Plaintiffs contend that 
the Med-pay Claims should be paid. On July 23, 2021, Special Master held a hearing on Plaintiffs’ motion. 


As of June 30, 2021, the amount State paid Plaintiffs for claim payments, interest, and attorney fees for 
Plaintiffs’ counsel was unchanged from February 28, 2021. 


Since the case is ongoing, the State does not have sufficient information to determine the ultimate cost to 
the State. 


Disability Rights Montana v. Gootkin and Salmonsen (Cause # CV-15-22) is a civil rights case filed by the 
ACLU of Montana on behalf of Plaintiff, alleging deliberate indifference in the provision of mental health 
care to seriously mentally ill inmates at Montana State Prison. Plaintiff sought only declaratory and 
injunctive relief and later amended its complaint, seeking similar relief under Section 1983 of Title 42 of 
the United States Code, the Civil Action for Deprivation of Rights. The District Court had dismissed the 
case for failure to state a claim, which order was appealed by Plaintiffs to the Ninth Circuit Court of 
Appeals. The Ninth Circuit Court of Appeals overturned the district court’s ruling and remanded the case 
back to the district court in front of a new judge. As a result, the Department of Corrections (Department) 
has participated in on-going discovery, with the aid of outside expert witnesses and the defense of the 
case through outside legal counsel. The parties had previously exchanged settlement proposals without 
success. Because of legislation enacted during the 2019 legislative session, the Department implemented 
significant changes in the use of restrictive housing, especially as related to seriously mentally ill inmates. 
The Plaintiff seeks only prospective injunctive and declaratory relief, as well as reasonable attorneys fees, 
litigation expenses and costs, which could likely exceed $1.0 million. At this time, the Department 
continues to be unable to specify an anticipated amount of financial obligation imposed either by 
settlement or by judgment. It is reasonably possible that there could be an unfavorable outcome in this 
case. 


Cascade County v. State of Montana, Montana and Department of Corrections (Department) (Cause # 
CDV-2019-1181) is a case filed by Cascade County, suing for breach of contract, unjust enrichment and 
breach of implied covenant of good faith and fair dealing, seeking over $766.0 thousand in unpaid jail 
reimbursement costs plus interest at 10.0% per annum. This case involved interpretation of contract and 
statutory language. This matter was referred to the Department of Justice Agency Legal Services for 
representation of the Department. The matter was resolved prior to June 30, 2021, by settlement and 
dismissal at no cost to the State or Department. 


Vincent, Benner, and Hoch v. DPHHS (CDV-19-0314, Eighth Judicial District Court, Cascade County) was 
filed on May 17, 2019, by Montana Optometric Association members seeking class certification of all 
licensed Montana optometrists who are participating providers in Montana Medicaid. The named plaintiffs 
claim the Department’s Medicaid rate structure discriminates against them because they are paid less 
than physicians (doctors of medicine or doctors of osteopathy) for performing the same services. They 
cite Section 37-10-104, MCA, as the basis of the discrimination claim. They seek declaratory relief and 
permanent injunctive relief in their claims of discrimination, violations of MAPA, breach of contract, and 
implied covenant of good faith. They request damages, interests, costs, and attorney fees, which would 
amount to more than $1 million. A motion for class certification has been fully briefed, but remains 
pending. 


William and Ellen Solem v. State of Montana (CDV-10-073 (D)) is a case that the Solems filed a motion 
for class certification in the Eleventh Judicial District Court, Flathead County, challenging their land value, 
primarily arguing that the water influence used by the Department leads to improperly inflated values. The 
District Court granted class certification. The class certified is “all lakefront property owners in 
Neighborhood 800 who have timely paid under protest any portion of their property taxes since the last 
assessment cycle beginning in 2009”. Neighborhood 800 is the Lakeside-Somers area in which the 
Solems’ property is located. Between 2009 and 2015, approximately 200 taxpayers in Neighborhood 800 
paid property taxes under protest. A four-day trial on liability was held in March 2019. On October 15, 
2019, the District Court issued its Findings of Fact, Conclusions of Law, and Order finding the Department 
liable. The District Court concluded that the Department employed a non-uniform method of appraisal, 
failed to value similar properties in a like manner, and failed to appraise the subject properties in a 
manner that is fair to all taxpayers. The matter has now moved to the damages phase. Motions relating to 
damages were filed and the District Court granted Solems’ motions on the calculation of damages and 
whether Solems are entitled to attorney fees and costs. The District Court denied Solems’ motion to 
expand the class definition to include taxpayers who did not pay under protest. The District Court denied 
the Department’s motion to decertify the class. The Department recently received invoices of Solems’ 
legal fees and costs (between $400.0 thousand and $600.0 thousand) and is reviewing them. The 
Department intends to appeal this matter to the Montana Supreme Court upon issuance of a final 
judgment. 


S.W v. State of Montana (DDV-13-813, Eighth Judicial District Court, Cascade County) is a case filed in 
2013 by the guardian of a minor against the State Department of Public Health and Human Services (the 
Department). The Plaintiff contended that the Department was negligent per se as a matter of law 
involving a child abuse incident caused by the birth father’s girlfriend that permanently harmed SW. The 
perpetrator was subsequently convicted and imprisoned for thirty years. On February 18, 2020, the 
District Court judge issued an order granting partial summary judgment to plaintiff, determining that the 
Department had a duty to SW, that a violation of the statutory and administrative regulations constitutes 
negligence per se, that the Department is not entitled to immunity, and that the statutory damages cap in 
Section 2-9-108(1), MCA does not apply. A jury trial, limited to the issue of damages, was held on 
November 16-17, 2021. The jury awarded damages of $16.7 million which included damages for loss of 
future earning capacity, past personal care assistance, future care costs, mental and emotional suffering, 
and impairment of capacity to pursue an established course of life. A judgment was issued on November 
18, 2021. The Department will be appealing the matter to the Montana Supreme Court and expects a 
decision sometime in late 2022. As the matter will be on appeal, the Department is unable to assess the 
degree of probability of an unfavorable final outcome or the associated loss until the Montana Supreme 
Court issues a decision. 


The Public Employee Retirement Board (PERB) has three items of outstanding litigation in relation to the 
Sheriffs’ Retirement System (SRS) and the Montana Public Employee's Retirement Administration 
(MPERA). Refer to Note 6, section J, for additional disclosure in relation to this legal proceeding. 


The Montana State Fund, a discretely presented component unit of the State. Refer to Note 18, section 
O, for additional disclosure in relation to these legal proceedings. 


Federal Contingencies 
Federal Grants - The State receives significant financial assistance from the Federal government in the 
form of grants and entitlements, including several non-cash programs (which are not included in the basic 
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financial statements). Receipt of grants is generally conditioned upon compliance with terms and 
conditions of the grant agreements and applicable Federal regulations, including the expenditure of 
resources for eligible purposes. Substantially all grants are subject to either the Federal Single Audit Act 
or financial and compliance audits by the granter agencies of the Federal government or their designees. 
Disallowances and sanctions as a result of these audits may become liabilities of the State. The State is 
currently involved in administrative and legal proceedings, with certain federal agencies, contesting 
various disallowances and sanctions related to federal assistance programs for $131.7 thousand at June 
30, 2021. The State's management believes ultimate disallowances and sanctions, if any, will not have a 
material effect on the basic financial statements. 


Food Distribution Program — The amount reported for Food Distribution programs (ALN #10.555, #10.565, 
#10.567, #10.569, and #93.053) represents the dollar value of food commodities distributed to eligible 
recipients during the year. The U.S. Department of Agriculture provides the current value of the 
commodities used by the State to compute the amount reported. The amount of funds received to 
administer the program is also included in the reported amount. The State also distributes food 
commodities to other states in the western region of the United States, the value of which is excluded 
from the reported amounts. During fiscal year 2021, the State distributed $479.8 thousand of food 
commodities under ALN #10.567 to other states. 


The State distributed $10.8 million in commodities in fiscal year 2021. The value at June 30, 2021, of 
commodities stored at the State’s warehouse, is $5.8 million, for which the State is liable in the event of 
loss. The State has insurance to cover this liability. 


Miscellaneous Contingencies 

Loan Enhancements — As of June 30, 2021, the Board of Investments (BOI) had provided loan 
guarantees from the Coal Severance Tax Permanent Fund to the Municipal Finance Programs and the 
Facility Finance Authority (a component unit of the State of Montana), totaling $190.8 million. The BOI’s 
exposure to bond issues of the Municipal Finance Programs was $90.6 million, while exposure to bond 
issues, surety bonds, and designated loans of the Facility Finance Authority were $100.2 million. The BOI 
has not been held responsible for any loan guarantee in the past. 


Gain Contingencies — Certain natural resource and corporate tax assessments are not reported on the 
State's financial statements because they are being protested administratively. As of June 30, 2021, the 
following assessments (by fund type) were outstanding (in thousands): 


Taxes General Fund 
Corporate Tax $ 14,668 


The collectability of these contingencies is dependent upon the decisions of the court, other authorities, or 
agreed upon settlements. The corporate tax assessments include material estimates that could result in a 
significant reduction of the tax assessed once actual numbers are provided. Interest related to corporate 
tax assessments is distributed to the General Fund and is included in the assessment total above. 


Loss Contingencies — Certain corporations have requested refunds that are not reported on the State’s 
financial statements as of June 30, 2021. The corporations have appealed the Department of Revenue's 
decision to deny or adjust the refund. As of June 30, 2021, these include $11.7 million of General Fund 
corporate tax refunds. It is estimated that most of these corporation tax refunds would consist primarily of 
tax and could be significantly reduced or eliminated due to audits and appeals currently in process. 


Certain companies have protested property taxes that have been included as revenue on the State’s 
financial statements as of June 30, 2021. As of June 30, 2021, these include $19.2 thousand of protested 
property taxes recorded in the General Fund and $21.8 thousand recorded in the State Special Revenue 
Fund. 


NOTE 17. SUBSEQUENT EVENTS 


Investment Related Issues 
Since June 30, 2021, the Board of Investments (BOI) made additional commitments to fund loans from 
the INTERCAP loan program in the amount of over $16.1 million. 


Since June 30, 2021, BOI has committed an additional $109.0 million within the Real Estate Pension 
Asset Class and $100.0 million within the Real Assets Pension Asset Class, and $210.0 million within the 
Private Investments Pension Asset Class of Consolidated Asset Pension Plan (CAPP), and $50.0 million 
within Real Estate of the Trust Fund. 


Since June 30, 2021, BOI has reserved $5.5 million, committed $1.7 million, and funded $7.4 million of 
additional funds to Montana lenders from the Coal Severance Tax Permanent Fund’s In-State Loan 
Program. Of the commitments in effect as of June 30, 2021, $10.0 million have since expired. Additional 
reservations in the amount of $4.9 million were made for the Veterans' Home Loan Program (VHLM) 
residential mortgage purchases. 


On November 30, 2021, BOI adopted Resolution No. 249 entitled: “Resolution of the Board of 
Investments of the State of Montana relating to its annual adjustable rate Municipal Finance Consolidation 
Act Extendable Bond (INTERCAP Loan Program), Taxable Series 2022, fixing the terms and conditions of 
the INTERCAP Bond, and authorizing the sale and issuance of the INTERCAP Bond to the Unified 
Investment Program.” All outstanding tax-exempt series bonds were defeased on January 25, 2022, in the 
amount of $90.6 million and were redeemed on March 1, 2022. The Taxable Series 2022 bonds were 
issued on January 25, 2022, in the amount of $68.7 million. 


Other Subsequent Events 
On November 17, 2021, Department of Natural Resources & Conversation (DNRC) paid off the Coal 
Severance Tax series 2020M bond in full for $2.3 million principal and $20.5 thousand in interest. 


On November 19, 2021, DNRC withdrew an additional $1.5 million in proceeds from the previously 
authorized Drinking Water series 2020N bond anticipation note (BAN); drawing the entire authorized 
amount of $3.2 million. 


On December 1, 2021, DNRC prepaid $700.0 thousand in principal to the Coal Severance Tax series 
2020L bond. 


On December 14, 2021, the Board of Examiners authorized the following: 
* $3.9 million series 2021A general obligation bond anticipation notes, and 
* $3.8 million series 2021B general obligation bond anticipation notes. 


On December 17, 2021, DNRC issued new general obligation BANs from BOI. The Drinking Water State 
Revolving Fund issued series 2021A for $3.9 million, and the Water Pollution Control State Revolving 
Fund issued series 2021B for $3.8 million. Both bonds will be used for new loans within the programs. 


The Montana Department of Transportation (MDT) was issued notice from the Federal Motor Carrier 
Safety Administration (FMCSA) of possible sanctions regarding the Entry Level Driver Training (ELDT) 
requirements for commercial driver’s licenses (CDL). These new training standards must be implemented 
by the compliance date of February 7, 2022. House Bill 608 (HB608) was introduced to the 2021 
legislature to implement ELDT regulations. HB608 did not pass. States that are not compliant with the 
ELDT requirements by the compliance date will be subject to decertification of their CDL programs and/or 
withholding of up to 4 percent of the National Highway Performance Program and the Motor Carrier 
Safety Assistance Program (MCSAP) funding that would otherwise be apportioned. The potential for 
sanctions is high since HB608 did not pass. The consequences of the State’s non-compliance with CDL 
regulations may result in up to 4 percent of the State’s Federal Aid Highway apportionment for fiscal year 
2022, or $15.0 million; and 8 percent in fiscal year 2023 and subsequent years of approximately $31.0 
million per year. MDT could lose MCSAP grant eligibility resulting in FMCSA withholding up to $6.5 million 
annually. 
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The State of Montana was allocated $1.6 billion from the American Rescue Plan Act (ARPA) during fiscal 
year 2021. The legislature has appropriated approximately $1.2 billion and enacted laws to allow 
appropriations to continue into the 2023 and 2025 bienniums. The programs designated by the legislature 
for ARPA funding are infrastructure, communications, economic transformation and_ stabilization, 
workforce development, and health. ARPA funds spent before June 30, 2021, totaled $58.4 million, and 
since June 30, 2021, another $116.0 million has been spent. Montana plans to spend all funds received 
by June 30, 2026. 


In January 2022, the State received $78.6 million from National Indemnity Company as the result of 
asbestos litigation. 


On February 25, 2022, Montana Attorney General announced that the State will receive $80.0 million in 
the final approval of the multi-state settlement holding the nation’s three major pharmaceutical distributors 
accountable for their roles in fueling the national opioid epidemic and the harm it has caused. The 
settlement will be used to combat the opioid crisis. The settlement will be paid incrementally over several 
years. The first disbursement of the settlement is unknown. 
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NOTE 18. COMPONENT UNITS 
A. Condensed Financial Statements 


Below are the condensed financial statements of the component units for the State of Montana as of June 
30, 2021 (in thousands): 


Condensed Statement of Net Position 


Component Units 


Montana Facility Montana Montana University Total 
Board of Finance State State of Component 
Housing Authority Fund (1) University Montana Units 
Assets: 
Cash, investments and other assets $ 667,494 $ 8,988 $ 1,743,509 $ 743495 $ 683433 $ 3,846,919 
Due from primary government — — — 636 1,683 2,319 
Due from component units — — _ _ 289 289 
Capital assets (net) (Note 18C) 11 1 49,379 587 258 383,748 1,020,397 
Total assets 667,505 8,989 1,792,888 1,331,389 1,069,153 4,869,924 
Deferred Outflows of Resources 1,073 141 6,360 74,982 57,906 140,462 
Liabilities: 
Accounts payable and other liabilities 10,238 22 79,831 66,684 65,325 222,100 
Due to primary government _ —_— — 1,953 45 1,998 
Due to component units _ — — 289 — 289 
Advances from primary government (2) (3) _— _— — 15,108 2,946 18,054 
Long-term liabilities (Note 18) 498 028 403 1,044,845 376,962 321,739 2,241,977 
Total liabilities 508,266 425 1,124,676 460,996 390,055 2,484,418 
Deferred Inflows of Resources 204 25 2,753 25,152 29,895 58,029 
Net Position: 
Net investment in capital assets 3 1 49,379 402,916 259,661 711,960 
Restricted 160,105 _ — 394,375 413,041 967,521 
Unrestricted _ 8,679 622,440 122,932 34,407 788,458 
Total net position $ 160,108 $ 8,680 $ 671,819 $ 920,223 $ 707,109 $ 2,467,939 


‘) Montana State Fund reports their financial statements on a calendar-year basis. The information provided is for the year ended December 31, 2020. 

® Loans from the Coal Severance Tax Permanent Fund make up $4.4 million and $2.9 million of these balances for Montana State University and 
University of Montana, respectively. 

® Loans from the Board of Investment's INTERCAP and the Department of Environmental Quality's energy conversation loan programs make up $8.5 
million and $2.2 million, respectively, of the balance for Montana State University. 
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Condensed Statement of Activities 
Component Units 


Montana Facility Montana Montana University Total 
Board of Finance State State of Component 
Housing Authority Fund") University Montana Units 
Expenses $ 21,820 $ 538 $ 171,042 $ 646,557 $ 464,845 §$ 1,304,802 
Program Revenues: 
Charges for services 2,612 821 148,625 273,506 148,670 574,234 
Operating grants and contributions 18,908 112 — 320,508 240,803 580,331 
Capital grants and contributions — _ —_ 11,663 336 11,999 
Total program revenues 21,520 933 148,625 605,677 389,809 1,166,564 
Net (expense) program revenues (300) 395 (22,417) (40,880) (75,036) (138,238) 
General Revenues: 
Unrestricted grants and contributions — _ _— 4 — 4 
Unrestricted investment earnings — — 113,980 14,585 10,286 138,851 
Transfer from primary government (2) 501 _— _— 147,703 108,740 256,944 
Gain (loss) on sale of capital assets _— — (55) 41 _— (14) 
Miscellaneous — _— 2,002 _— _— 2,002 
Contributions to term and permanent 
endowments _ _ _ 30 29,477 29,507 
Total general revenues and contributions 501 — 115,927 162,363 148,503 427 294 
Change in net position 201 395 93,510 121,483 73,467 289,056 
Total net position — July 1 - as previously 
reported 159,914 8,285 578,092 798,709 633,642 2,178,642 
Adjustments to beginning net position (7) _ 217 31 — 241 
Total net position — July 1 - as restated 159,907 8,285 578,309 798,740 633,642 2,178,883 
Total net position - June 30 $ 160,108 $ 8,680 $ 671,819 $ 920,223 $ 707,109 $ 2,467,939 


) Montana State Fund reports their financial statements on a calendar-year basis. The information provided is for the year ended December 31, 2020. 
Transfers to both Montana State University and the University of Montana are appropriated by the State legislature to assist with higher education 
related costs. 


B. Cash/Cash Equivalents and Investments 


Due to the integration of funds and combined financial information, component unit cash and cash 
equivalents, equity in pooled investments, and investments are included with the primary government in 
Note 3. For more detail on investments held outside of the Montana Board of Investments, refer to the 
entity's respective separately issued financial statements. 


C. Capital Assets 


The following table summarizes net capital assets reported by the discretely presented component units 
(in thousands). All component units, other than higher education units, are included under the “Other” 
caption for this schedule: 


Montana 
State University of 
University Montana Other Total 
Capital assets not being depreciated: 
Land $ 8,203 $ 8,306 $ 1,139 $ 17,648 
Construction work in progress 52,951 11,018 19,176 83,145 
Capitalized collections 9,931 28,108 _— 38,039 
Livestock for educational purposes 4,249 _— _— 4,249 
Total capital assets not being depreciated 75,334 47,432 20,315 143,081 
Capital assets being depreciated: 
Infrastructure 45,122 9,904 _ 55,026 
Land improvements 35,109 16,468 _— 51,577 
Buildings/Improvements 804,575 669,670 27,942 1,502,187 
Equipment 178,153 110,786 7,358 296,297 
Livestock _— 255 — 255 
Library books 67,412 62,731 — 130,143 
Leasehold improvements 8,668 — — 8,668 
Right-to-use leased buildings = = 5,261 5,261 
Right-to-use leased equipment "” = = 78 78 
Total capital assets being depreciated 1,139,039 869,814 40,639 2,049,492 
Total accumulated depreciation (652,850) (537,071) (11,663) (1,201,584) 
Total capital assets being depreciated, net 486,189 332,743 28,976 847,908 
Intangible assets 614 1,139 100 1,853 
MSU Component Unit capital assets, net 25,121 _— _— 25,121 
UM Component Unit capital assets, net — 2,434 — 2,434 
Discretely Presented Component Units 
capital assets, net $587,258 $ 383,748 §$ 49,391 $ 1,020,397 


‘) Montana State Fund early implemented GASB Statement No. 87, for the calendar year ended December 31, 2020, and 
created the right-to-use lease assets. 


D. Other Postemployment Benefits (OPEB) 


Non-university component units are included in the State of Montana benefit plan, whereas the Office of 
the Commissioner of Higher Education (included in the primary government otherwise) is included in the 
Montana University System benefit plan. For these reasons, component unit OPEB information is 
included in Note 7. 


E. Risk Management 


Montana State Fund (MSF or New Fund) is the only component unit risk pool. Unpaid claims and claim 
adjustment expenses are estimated based on the ultimate cost of settling the claims, including the effects 
of inflation and other societal/economic factors. There are no significant reductions in insurance coverage 
from the prior year, nor any insurance settlements exceeding insurance coverage for the last three years 
for MSF. This fund uses the accrual basis of accounting. Montana State Fund investments are recorded at 
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fair value, and the premiums and discounts are amortized using the scientific interest method over the life 
of the securities. 


(1) Montana State Fund (MSF) — This fund provides liability coverage to employers for injured 
employees who are insured under the Workers Compensation and Occupational Disease Acts of 
Montana and workers compensation claims occurring on or after July 1, 1990. MSF is a self-supporting, 
competitive State fund, and functions as the guaranteed market. At December 31, 2020, approximately 
23,300 employers were insured with MSF. Anticipated investment income is considered for computing a 
premium deficiency, and employers must pay premiums to MSF within specified time frames. 


An actuarial study prepared by Willis Towers Watson, as of December 31, 2020, estimated the cost of 
settling claims that have been reported but not settled and claims that have been incurred but not 
reported. Due to the fact that actual claim costs depend on complex factors such as inflation and changes 
in the law, claim liabilities are recomputed periodically using a variety of actuarial and statistical 
techniques. These techniques are used to produce current estimates that reflect recent settlements, claim 
frequency, and other economic and societal factors. 


A provision for inflation is implicit in the calculation of estimated future claim costs because reliance is 
placed both on actual historical data that reflect past inflation and on other factors that are considered to 
be appropriate modifiers of past experience. As of December 31, 2020, $940.2 million of unpaid claims 
and claim adjustment expenses were presented at face value. 


Section 39-71-2311, MCA, requires MSF to set premiums, at least annually, at a level sufficient to ensure 
adequate funding of the insurance program during the period the rates will be in effect. It also requires 
MSF to establish a minimum surplus above risk-based capital requirements to support MSF against risks 
inherent in the business of insurance. 


For the year ended December 31, 2020, MSF ceded premiums to other reinsurance companies to limit 
the exposure arising from large losses. These arrangements consist of excess of loss contracts that 
protect against individual occurrences over stipulated amounts, and an aggregate stop-loss contract 
which protects MSF against the potential that aggregate losses will exceed expected levels expressed as 
a percentage of premium. The excess of loss contract provides coverage for occurrences up to $100.0 
million; however, MSF retains the first $10.0 million of coverage. The excess of loss protection applies to 
an individual occurrence with a maximum of $10.0 million on any one life. 


The aggregate stop-loss contract provides coverage based on MSF’s premium levels not to exceed 
15.0% of the subject net earned premium. In the event reinsurers are unable to meet their obligations, 
under either the excess of loss contracts or the aggregate stop loss contract, MSF would remain liable for 
all losses, as the reinsurance agreements do not discharge MSF from its primary liability to the 
policyholders. 


Premium revenue was reduced by premiums paid for reinsurance coverage of $8.9 million during the year 
ended December 31, 2020. 


Estimated claim reserves were reduced by $290.4 thousand as of December 31, 2020, for the amount of 
reinsurance estimated to be ultimately recoverable on incurred losses due to the excess of loss 
reinsurance contract. There were no estimated recoverables due to the aggregate stop-loss contract. 


(2) Changes in Claims Liabilities for the Past Two Years — As indicated above, this fund establishes 
liabilities for both reported and unreported insured events, including estimates of future payments of 
losses and related claim adjustment expenses. The following table presents changes (in thousands) in 
the aggregate liabilities for Montana State Fund net of estimated reinsurance recoverable. The 
information presented is at face value and has not been discounted. 
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Year Ended Year Ended 
December 31,2020 December 31, 2019 


Unpaid claims and claim adjustments expenses 


at beginning of year $ 956,594 $ 941,638 
Incurred claims and claim adjustment expenses: 
Provision for insured event of the current year 125,599 129,455 
Increase (decrease) in provision for insured 
events of prior years (27,224) (9,466) 
Total incurred claims and claim adjustment 
expenses 98,375 119,989 
Payments: 


Claims and claim adjustment expenses 
attributable to insured events of the 


current year (23,890) (24,965) 
Claims and claim adjustment expenses 
attributable to insured events of prior years (90,918) (80,068) 
Total payments (114,808) (105,033) 
Total unpaid claims and claim adjustment 
expenses at end of year $ 940,161 $ 956,594 


F. Capital Leases/Installment Purchases/Right-To-Use Leases 


Obligations under capital leases/installment purchases at June 30, 2021, were as follows (in thousands): 


Capital Leases/Installment Purchases _Discretely Presented 


Fiscal Year Ending June 30: Component Units"? 
2022 $ 145 
2023 105 
2024 55 
2025 47 
2026 17 
Thereafter — 
Total minimum payments 369 
Less: interest (29) 
Present value of minimum payments $ 340 
Right-To-Use Leases 
Fiscal Year Ending June 30: Principal Interest Total” 
2022 $ 265 $ 112 $ 377 
2023 250 105 355 
2024 222 99 321 
2025 221 94 315 
2026 226 89 315 
2027-2031 1,208 367 1,575 
2032-2036 1,349 226 1,575 
2037-2041 1,192 68 1,260 
Total $ 4,933 $ 1,160 $ 6,093 


For the calender year 2020, Montana State Fund early-adopted GASB Statement No. 87, Leases. Accordingly, for all of its long-term leases, a intangible 
right-to-use lease asset and lease liability were created. The assets are amortized over the term of the lease, while the liabilities are reduced as scheduled 
lease payments are made. Montana State Fund's total amount of lease assets and accumulated amortization is disclosed in Note 18, section C. Capital 
Assets as right-to-use lease assets. 
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G. Operating Leases 


Future rental payments under operating leases at June 30, 2021, are as follows (in thousands): 


Discretely Presented 
Fiscal Year Ending June 30: | Component Units 


2022 $ 4,607 
2023 4,283 
2024 3,502 
2025 3,484 
2026 2,684 
Thereafter 11,961 

Total future rental payments $ 30,521 


For the calender year 2020, MSF early-adopted GASB Statement No. 87, Leases. Accordingly, for all of its long-term leases, MSF will no longer be 
reporting leases as a operating lease and instead has created a intangible right-to-use lease asset. 


H. Debt Service Requirements 


Debt service requirements of discretely presented component units at June 30, 2021, were as follows (in 


thousands): 
Montana State University 
Montana Board of Housing Montana State University Direct Placement University of Montana 
Ended 

June 30: Principal Interest Principal Interest Principal Interest Principal Interest 
2022 16,820 15,299 10,360 6,908 433 442 3,010 5,466 
2023 17,745 14,937 6,275 6,570 446 429 3,130 5,348 
2024 18,510 14,525 6,580 6,286 459 416 3,255 5,224 
2025 18,590 14,085 6,770 5,981 472 402 3,380 5,096 
2026 21,775 13,619 7,155 7,299 486 388 3,515 4,962 
2027 - 2031 104,065 58,732 29,465 22,301 2,654 1,718 20,195 22,189 
2032 - 2036 101,050 41,375 30,970 15,152 3,069 1,304 25,000 17,383 
2037 - 2041 84,458 25,340 23,325 9,434 3,547 826 29,345 13,048 
2042 - 2046 65,305 11,619 22,225 3,315 3,663 273 34,400 7,974 
2047 - 2051 35,520 2,613 5,700 194 31,810 2,093 


Total $ 483,838 $ 212,144 $ 148825 $ 83440 $ 15,229 $ 6,198 $ 157,040 $ 88,783 


Long-term liability activity of discretely presented component units for the year ended June 30, 2021, was 


as follows (in thousands): 


Discretely presented component units 


Bonds/notes payable 
Montana Board of Housing 
Montana State University (MSU) 
MSU Direct Placement 
University of Montana (UM) 
Total bonds/notes payable “? 


Other liabilities 


Capital lease/installment purchase/right- 


to-use lease payable 
Compensated absences payable 
Arbitrage rebate tax payable 
Estimated insurance claims 
Due to federal government 
Derivative instrument liability 
Reinsurance funds withheld 
Unearned compensation 

Net pension liability 

Total OPEB liability 

Total other liabilities 


Beginning 
Balance ” 


531,282 
167,355 

15,649 
168,235 
882,521 


426 
69,640 
1,121 
956,594 
27,257 
5,499 
56,754 
391 
186,395 
27,460 
1,331,537 


2,214,058 


Additions 


73,710 


73,808 


5,050 
26,430 
234 
98,375 
17,267 
8,524 
136 
70,046 
47,907 
273,969 


347,777 


Long-term liabilities of Montana University System component units ® 


Total discretely presented component units’ long-term liabilities 


Summary of Changes in Long-term Liabilities Payable 


Reductions 


111,030 
11,617 
420 
3,370 
126,437 


203 
23,310 
594 
114,808 
20,615 
3,580 
39 
18,660 
17,243 
199,052 


325,489 


(When applicable, this amount includes unamortized discounts and unamortized premiums. 


(2) 
6) 


negative balances in component unit information. 


Ending 
Balance 


493,962 
155,836 

15,229 
164,865 
829,892 


5,273 
72,760 
761 
940,161 
23,909 
1,919 
65,278 
488 
237,781 
58,124 
1,406,454 


2,236,346 


Amounts 
Due Within 
One Year 


16,820 
10,478 
433 
3,010 
30,741 


398 
27,876 
521 
111,878 


140,673 


171,414 


517 
171,931 


Amounts 
Due In More 
Than One 
Year 


477,142 
145,358 

14,796 
161,855 
799,151 


4,875 
44,884 
240 
828,283 
23,909 
1,919 
65,278 
488 
237,781 
58,124 
1,265,781 


2,064,932 


5,114 
2,070,046 


Beginning balances are taken from component unit financial statements, which may have been adjusted from the prior year's ending balances. 
Inter-entity transaction eliminations between Montana University System component units for debt shown in the component unit information can cause 
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J. Refunded and Early Retired Debt 


Refunded Debt 

On March 31, 2021, the Montana Board of Housing issued $43.4 million of Single Family Mortgage 
Bonds, Series 2021A (1977 Single Family | Indenture, amended and restated as of May 1, 1997). Bond 
proceeds of $13.4 million were used as a replacement refunding of the 2011B/2009C Series to reduce 
debt service payments over the remaining life of the original series. The refunding was a current 
refunding, thus no economic gain or loss has been calculated. 


Defeased Debt Outstanding 

The University of Montana has defeased certain bond issues by placing the proceeds of new bonds in an 
irrevocable trust. The proceeds, together with interest earned thereon, will be sufficient for future debt 
service payments on the refunded issues. Accordingly, the trust account assets and the liability for the 
defeased bonds are not included in the University's consolidated financial statements. As of June 30, 
2021, $111.5 million of bonds outstanding were considered defeased. 


K. No-Commitment Debt 


Information is presented below for financing authorities participating in debt issues. The State has no 
obligation for this debt. Accordingly, these bonds and notes are not reflected in the accompanying 
financial statements. 


Facility Finance Authority (FFA) 

FFA is authorized to issue bonds and notes to finance projects for qualifying health care and other 
community-based service providers. The revenue bonds are payable solely from loan repayments to be 
made by eligible facilities pursuant to loan agreements, and further, from the funds created by the 
indentures and investment earnings thereon. The notes are payable solely from loan repayments 
pursuant to loan agreements. The revenue bonds and notes payable issued by FFA do not constitute a 
debt, liability, obligation, or pledge of faith and credit of the State of Montana, with the exception of the 
Montana State Hospital Project included in Note 11. At June 30, 2021, revenue bonds and notes 
outstanding aggregated $1.1 billion. 


The Board of Investments and FFA have entered into a capital reserve account agreement for certain 
bond issues. See Note 11 for more information. 


Montana Board of Housing (MBOH) 

MBOH is authorized to issue bonds and make mortgage loans in order to finance affordable housing for 
Montana residents. The bonds are special limited obligations, payable solely from pledged revenues and 
assets of the borrower, not general obligations of MBOH. These bonds issued by MBOH do not constitute 
a debt, liability, obligation, or pledge of faith and credit of the State of Montana. At June 30, 2021, bonds 
outstanding aggregated $177.6 million. 


L. Non-Exchange Financial Guarantee 


BOI provides loan guarantees from the Coal Severance Tax Fund to the Facility Finance Authority (FFA). 
BOI exposure to bond issues, surety bonds, and designated loans of the FFA totaled $100.2 million as of 
June 30, 2021. FFA is a discretely presented component unit of the State of Montana. FFA guarantee 
requests are submitted to BOI for review and approval. BOI’s participation, either duration or any other 
consideration, to either purchase bonds or loans or to lend money for deposit into FFA’s statutorily 
allowed capital reserve account is explicitly limited by statute, which requires BOI to act prudently. The 
guarantee requests from FFA pertain to bonds issued by FFA with a term of up to 40 years. BOI and FFA 
have entered into an agreement detailing repayment to BOI. BOI has not had to perform on any loan 
guarantee in the past. 


The following schedule summarizes the activity related to the non-exchange financial guarantee during 
the year ended June 30, 2021 (in thousands): 


Beginning Ending 
Balance Additions Reductions Balance 
$ 88,346 §$ 33,465 $ 21,563 §$ 100,248 


M. Derivative Instrument Transactions Related to Long-term Debt 


Montana State University (MSU) has two interest rate swaps as of June 30, 2021. Interest rate swaps are 
classified as hedging derivative instruments if the instruments meet the criteria of paragraphs 27 (a) and 
(b) of GASB Statement No. 53 — Accounting and Financial Reporting for Derivative Instruments (GASB 
53), or as investment derivative instruments if they do not. The following table summarizes the interest 
rate swaps outstanding as of June 30, 2021: 


Derivative Instrument Trade Effective Termination 
Description Date Date Date Terms Counterparty 
25.75 million fixed payer swap 3/10/2005 = 7/21/2005 11/15/2035 Pay 3.953%, Receive Deutsche Bank AG 
SIFMA 
25.25 million basis swap 12/19/2006 11/15/2007 11/15/2035 Pay SIFMA, Receive Morgan Stanley Capital 


86.8% of 10-year SIFMA Services Inc. 


1 Securities Industry and Financial Markets Association (SIFMA) 


As of June 30, 2021, the fixed payer swap is classified as a hedging derivative instrument under GASB 
53, whereas the basis swap is an investment derivative instrument because there is no identified financial 
risk being hedged by the basis swap that can be expressed in terms of exposure to adverse changes in 
cash flows or fair values. GASB 53 includes four methods for evaluating hedge effectiveness; a 
governmental entity may use any of the evaluation methods outlined in GASB 53 and is not limited to 
using the same method from period to period. The four methods described in GASB 53 are: consistent 
critical terms, synthetic instrument, dollar-offset, and regression analysis. In addition, GASB 53 permits a 
governmental entity to use other quantitative methods that are based on “established principles of 
financial economic theory.” The fixed payer swap passes the established criteria using the regression 
analysis methodology. 


The fair values of the interest rate swaps were estimated using the zero-coupon method. This method 
calculates the future net settlement payments required by the swap, assuming that the current forward 
rates implied by the yield curve correctly anticipate future spot interest rates. These payments are then 
discounted using the spot rates implied by the current yield curve for hypothetical zero-coupon bonds due 
on the date of each future net settlement on the swaps. To measure non-performance risk for a derivative 
instrument liability, credit spreads implied by the credit rating for debt issues by entities with similar credit 
characteristics were used. This is the best method available under current market conditions since MSU 
has no credit default swaps that actively trade in the marketplace. For a derivative instrument asset, the 
adjustment for non-performance risk of counterparties was determined by analyzing counterparty-specific 
credit default swaps, if available. If not available, credit default swaps in the market for entities of similar 
type and rating were used, along with information found in various public and private information services. 
This analysis is used to construct a credit curve that is applied to the discount curve on the net settlement 
payments of the derivative instrument. 


The counterparty to the fixed payer swap had the right to terminate the swap at $0 on December 14, 2016 
(a European option); this option was not exercised. As of the trade date, the option’s value included 
intrinsic value and time value. The option’s intrinsic value (calculated as the difference between the at- 
market rate of 4.11% and the off-market rate of 3.953%) is accounted for as a loan receivable and is 
repaid by the off-market portion of each swap payment. On September 10, 2010, the Series J bonds were 
converted to index bonds. On September 4, 2018, the original Series J bonds were refunded in full with 
proceeds from the Series F 2018 bonds, which were issued in a "SIFMA Index Rate" mode. While in the 
SIFMA Index Rate, and through the Index Interest Rate Period, which spans from September 4, 2018, 
through and including September 1, 2023, the interest rate is reset weekly at a rate of the SIFMA rate plus 
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a fixed spread. The spread is based on the long-term, unenhanced rating assigned to MSU with the 
current spread as of June 30, 2021, was 0.45%. The dependent variable in the regression is the interest 
rates of the hedged cash flows; the independent variable is the floating rates due under the hedging 
derivative instrument. 


The fair value of the fixed payer swap liability as of June 30, 2021, is at fair value level 2 and was based 
on forward SIFMA rates using the three-month Libor Zero Curve, and the BMA Swaption Volatility on the 
AA Rated Muni Revenue Curve. The fair value of the nonhedging derivative instrument investment is also 
at level 2 and was based on forward SIFMA rates using the 10-year forward BMA constant maturity swap, 
the three-month Libor Zero Curve, and the BMA Swaption Volatility on the counterparty’s credit default 
swap. 


The following table summarizes the reported balances as of, and the derivative instrument activity during, 
the year ended June 30, 2021, (in thousands): 


Activity During 2021 Fair Values at June 30, 2021 
Cash flow hedges: Notional Classification Amount Classification Amount 
Cash flow hedge — 
Pay fixed interest rate swap 17,450 Interest expense 19 Loan receivable 175 
Derivative instrument 
Investment income — liability 1,919 
Derivative instrument 
Deferred outflow 1,125 borrowing 2,196 
Investment derivative instrument- 
Berisewep 17,450 eae 19 ge ener { 


The objective and terms of MSU’s hedging derivative instrument outstanding as of June 30, 2021, is as 
follows (in thousands): 


Notional Termination Cash (Paid)/ 
Type Objective amount Effective Date Date Received Terms 
Pay fixed, cancelable Hedge interest rate risk Pay 3.953% 
interest rate swap on Series F 2018 Bonds $ 17,450 7/21/2005 11/15/2035 = $ — Receive SIFMA 


Credit Risk 

It is MSU’s policy to enter into derivative instrument agreements with highly rated counterparties. As of 
June 30, 2021, counterparty ratings were A2 by Moody’s and BBB+ by Standard and Poor’s (S&P). MSU 
manages credit risk by requiring its counterparties to post collateral in certain events. MSU is entitled to 
collateral from its fixed payer swap counterparty if the interest rate swap’s fair value is greater than $5.0 
million, and the counterparty is rated A+ or A by S&P, or A1 or A2 by Moody’s. If the counterparty to the 
fixed payer swap is rated A- or below, by S&P, or A3 or below by Moody’s, MSU is entitled to collateral up 
to 100% of the swap’s fair value. MSU is not required to post collateral. MSU will continue to monitor 
counterparty credit risk. 


MSU enters into derivative instrument agreements with multiple counterparties to limit the concentration 
of credit risk. Currently, MSU has interest rate swaps with two different counterparties, and each 
counterparty accounts for approximately 50% of outstanding notional. MSU monitors counterparty credit 
risk on an ongoing basis. 


Interest Rate Risk 
Interest payments on variable rate debt will typically increase as interest rates increase. MSU believes it 
has significantly reduced interest rate risk by entering into a pay-fixed, receive floating interest rate swap. 


As interest rates increase, net swap payments decrease so that changes in hedged variable-rate debt 
interest payments, attributable to SIFMA, are largely offset by the net swap payments. 


Basis Risk 

The variable-rate cash flows being hedged by the pay-fixed swap will increase or decrease as SIFMA 
rates increase or decrease. Because the hedged cash flows are SIFMA based and the floating receipts of 
the pay-fixed swap are SIFMA based, there is no basis risk. 


Termination Risk 

MSU or its counterparties may terminate a derivative instrument if the other party fails to perform under 
the terms of the contract. In addition, MSU’s fixed payer swap counterparty has the right to terminate the 
derivative instrument if the credit rating of MSU’s unenhanced long-term revenue bond rating is 
withdrawn, suspended, or reduced below BBB-, in the case of S&P, or below Baa3 in the case of 
Moody’s. If such an event occurs, MSU could be forced to terminate the fixed payer swap in a liability 
position. As of June 30, 2021, MSU’s unenhanced long-term revenue bond rating was Aa3 by Moody’s 
and A+ by S&P. 


Foreign Currency Risk 
All hedging derivative instruments are denominated in U.S. Dollars, and therefore MSU is not exposed to 
foreign currency risk. 


Market Access Risk 

Market access risk is the risk that MSU will not be able to enter credit markets or that credit will become 
more costly. For example, to complete a derivative instrument’s objective, an issuance of refunding bonds 
may be planned in the future. If at that time MSU is unable to enter credit market, expected cost savings 
may not be realized. 


N. Related Party Transactions 


Private nonprofit organizations with relations to the University of Montana (UM) include the Alumni 
Association, the Montana Technology Enterprise Center (MonTEC), the Montana Tech Booster Club, and 
the Montana Tech Alumni Association. The associations and booster club operate exclusively to 
encourage, promote, and support educational programs, research, scholarly pursuits, and athletics at, or 
in connection with, UM. No transfers for scholarships and construction projects were made by the 
Montana Tech Booster Club for the year ended June 30, 2021. In exchange, UM provides the 
associations and booster club with office space, staff, and some related office expenses. 


MonTEC was established as a nonprofit 501(c)3 corporation in fiscal year 2001 as a result of an 
agreement between UM and the Missoula Area Economic Development Foundation (MAEDF). MonTEC 
provides low-cost lease space and business consulting to local “start-up” companies. The corporation’s 
board of directors is comprised of four members. Two members of the board of directors are UM 
employees, and two are non-UM employees. UM does not provide office space or other services to 
MonTEC. 


Private nonprofit organizations affiliated with Montana State University (MSU) include the MSU-Bozeman 
Bookstore, Friends of KUSM, and Friends of KEMC. MSU-Bozeman leased certain office space from the 
MSU Foundation’s wholly owned subsidiary, Advanced Technology Inc. (ATI). Rental and other payments 
to ATI totaled $429.2 thousand. Friends of Montana Public Television provided $1.8 million and Friends of 
KEMC Public Radio provided $1.2 million in support of the University’s television and radio stations. 


O. Litigation Contingencies 


As of June 30, 2021, there are no matters that will have a material adverse financial impact. 
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P. Subsequent Events 


On July 1, 2021, Stockman Bank transferred the servicing of 589 loans to the Montana Board of Housing 
(MBOH)), with a total outstanding balance at the time of transfer of $54.0 million. 


On August 1, 2021, MBOH issued direction for a full optional redemption of the series 1999A-1 multifamily 
bonds in the amount of $4.1 million. 


On August 31, 2021, MBOH closed on 2021 series B single family mortgage bonds in the amount of 
$32.0 million. 


On November 22, 2021, the MBOH closed on a multifamily housing revenue series 2021 conduit bond for 
the Castlebar Apartment Development in the amount of $13.5 million. 


The American Rescue Plan Act (ARPA) has provided funds to be used for a homeowner assistance fund 
(HAF) to prevent mortgage delinquencies and defaults, foreclosures, loss of utilities or home energy 
services, displacement of homeowner's insurance, utility payments, and for other specified purposes. 


On February 17, 2022, the MBOH closed on single family mortgage bonds Series 2022A, in the amount 
of $32.0 million. 


On July 14, 2021, the Montana Facility Finance Authority (FFA) issued bonds Series 2021A of $56.8 
million and bonds Series 2021B of $36.2 million to the Bozeman Deaconess Hospital to create new tax- 
exempt debt for buildings and equipment and create new taxable debt to purchase the EPIC electronic 
health records information system. 


On July 27, 2021, the FFA issued bonds Series 2021B of $100.0 million to Benefis Health System to fund 
construction of a new Helena Ambulatory Center, a new osteopathic medical school facility, and 
equipment upgrades across the campus. 


On August 12, 2021, the FFA issued bonds Series 2021A of $8.0 million and Series 2021B of $18.6 
million to Community Hospital of Anaconda to finance the Hospital’s Infusion/Oncology Center project and 
to refinance existing taxable debt incurred to expand and renovate the facility. 


On August 31, 2021, the FFA issued bonds of $15.1 million to Beartooth Billings Clinic to refinance a 
direct loan from USDA Rural Development, the Series 2009A bonds USDA Guarantee and Series 2009B 
bonds unsecured. The original purpose of the 2009AB Series bonds was for the costs of design and 
construction of the new hospital in the Red Lodge, Montana. 


On September 1, 2021, the FFA issued a trust fund loan of $1.5 million to Rimrock Foundation to 
reimburse the purchase of land in Billings to consolidate services and create a central campus. 


On October 20, 2021, the FFA issued Series 2021 A bonds of $27.0 million and Series B bonds of $10.0 
million to Marcus Daly Memorial Hospital in Hamilton to fund renovation and expansion projects as well 
as refinance existing taxable and tax-exempt debt. 


On November 15, 2021, the FFA issued Series 2021 A bonds to Billings Clinics of $150.0 million to be 
used as a Capital expansion to broaden the clinic's service lines and market reach. 


On August 30, 2021, Montana State University (MSU) announced a $101.0 million philanthropic gift to the 
College of Nursing from Mark and Robyn Jones to address healthcare access to rural communities. This 
gift, the largest in MSU history, will provide funding for new nursing education facilities across Montana in 
addition to scholarships and endowed professorships. 


On October 19, 2021, MSU issued new debt and restructured portions of existing debt, non-taxable series 
G 2021 ($45.6 million) and taxable series H 2021 ($72.2 million). With the proceeds, $40.3 million of new 


debt will go towards the construction of the upcoming Student Wellness Center and the remainder being a 
refunding of series' 2012N, 20120, 2013A, and 2016C. This transaction also enabled MSU to adopt and 
to operate under an Amended and Restated Indenture of Trust, 2021, that modernizes and broadens the 
MSU revenue pledge to include auxiliary facility gross pledged revenues, land grant income, indirect cost 
recovery payments, and all other unrestricted revenues of the University except tuition, student 
association-controlled activity fees, ad valor em property taxes, and State grants and appropriations. 


On December 31, 2021, the MSU-Northern Foundation received a charitable gift of 42.969 acres of real 
property valued at $1.9 million. The gift is for the Foundation to leverage the property to assist MSU- 
Northern in executing the build out of a proposed equine center. 


On February 25, 2022, MSU announced a $50 million philanthropic gift from the Gianforte Family 
Foundation. The gift is dedicated to constructing a new building to house the Gianforte School of 
Computing and computing-related fields such as cybersecurity, optics and photonics, electrical and 
computer engineering, and creative industries. The gift ties for the second largest in the university’s 
history and is one of the largest philanthropic gifts in the history of Montana. 


On March 12, 2021, Montana State Fund's board declared $20.0 million dividend to be distributed in May 
2021 to eligible policyholders for the 2018 policy year. 


In March 2020 when the COVID-19 outbreak was declared a global pandemic, the University of Montana 
(UM) responded to the health crisis by moving to remote deliver of its courses. Remote delivery was 
continued in fiscal year 2021. This contributed to a decline in tuition and fees revenue of $8.1 million, or 
approximately 8.0 percent, and a decline in excess of $12.9 million in sales and service and auxiliary 
revenues, or over 23.0 percent. While UM received funding through the Coronavirus Aid, Relief, and 
Economic Security (CARES) Act, it was not sufficient to offset all mitigation costs and loss of operation 
revenues. At the start of fiscal year 2022, UM returned to delivery of courses face-to-face and resumed 
normal operations for a majority of operating activities. 


Q. Commitments 


Montana State Fund (MSF or New Fund) is in a multi-year project to replace its legacy policy 
management system. Implementation of the core policy management and billing transaction systems, as 
well as the supporting digital portals, is expected to begin in 2021 and total expenditures are estimated to 
be $39.2M. The total project cost through December 31, 2020 was $33.3M. The next phase to develop 
remaining enhancement features will be planned and arranged with consulting services towards the end 
of 2021. Costs during the application development phase are being capitalized and recorded as 
construction work in process until the system is deployed. 


As of June 30, 2021, Montana State University (MSU) had issued purchase orders committing the 
expenditure of approximately $23.1 million for equipment, supplies, and services which had not yet been 
received. 


As of June 30, 2021, MSU had remaining budget authority on significant capital construction and 
renovation projects underway of approximately $41.1 million. These projects include projects that are 
administered by the State Architecture and Engineering Division (A & E) and non A & E managed projects. 
Select projects are funded wholly or partially by the State’s Long Range Building Program, and do not 
represent a commitment of funds on the part of MSU. 


As of June 30, 2021, the University of Montana (UM) has spent $16.1 million of $48.6 million in budget 
authorizations for capital and maintenance projects. 
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NOTE 19. MATERIAL VIOLATIONS OF FINANCE-RELATED LEGAL PROVISIONS 
Constitutionality of Retirement Plan Funding 


The Montana Constitution, Article VIII, Section 15, states that public retirement systems shall be funded 
on an actuarially sound basis. Public pension plans are considered actuarially sound if the unfunded 
accrued actuarial liability amortization period is within 30 years. As of June 30, 2021, the Game Warden & 
Peace Officers’ Retirement System (GWPORS) was not in compliance and did not amortize within 30 
years. The unfunded liabilities in the other state retirement systems amortized in 30 years or less as of 
the fiscal year ended June 30, 2021. 
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BUDGETARY COMPARISON SCHEDULE 

GENERAL AND MAJOR SPECIAL REVENUE FUNDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2021 
(amounts expressed in thousands) 


GENERAL FUND 
“ORIGINAL —“‘<‘iINALS*~<“‘CNSNNNNN..O™™©C©}™..YT 
BUDGET BUDGET ACTUAL VARIANCE 
REVENUES 
Licenses/permits $ 142,964 $ 142,964 $ 142,810 $ (154) 
Taxes: 
Natural resource 73,910 73,910 68,068 (5,842) 
Individual income 1,464,438 1,464,438 1,734,627 270,189 
Corporate income 167,209 167,209 263,869 96,660 
Property 310,394 310,394 309,495 (899) 
Fuel - - - - 
Other 255,740 255,740 253,940 (1,800) 
Charges for services/fines/forfeits/settlements 46,638 46,638 45,488 (1,150) 
Investment earnings — — 5,093 5,093 
Sale of documents/merchandise/property 302 302 251 (51) 
Rentals/leases/royalties 10 10 8 (2) 
Contributions/premiums (274) (274) _ 274 
Grants/contracts/donations 21 21 13,665 13,644 
Federal 21,117 21,117 10,767 (10,350) 
Federal indirect cost recoveries 38 38 164 126 
Other revenues 127 127 379 252 
Total revenues 2,482,634 2,482,634 2,848,624 365,990 
EXPENDITURES 
Current: 
General government 409,511 409,511 385,619 23,892 
Public safety 346,427 346,427 310,373 36,054 
Transportation 213 213 174 39 
Health and human services 566,288 566,288 490,805 75,483 
Education 1,132,486 1,132,486 1,119,344 13,142 
Natural resources 43,782 43,782 38,226 5,556 
Debt service (Note RSI-1): 
Principal retirement _ _ 295 (295) 
Interest/fiscal charges _ _ 247 (247) 
Capital outlay (Note RSI-1) _ _ 7,436 (7,436) 
Total expenditures 2,498,707 2,498,707 2,352,519 146,188 
Excess of revenue over (under) expenditures (16,073) (16,073) 496,105 512,178 
OTHER FINANCING SOURCES (USES) 
Insurance proceeds _— — _ _ 
General capital asset sale proceeds 107 107 119 12 
Refunding bond issued _ _ _ _ 
Payment to refunding bond escrow agent - - - _ 
Bond premium — _ _ — 
Bond proceeds — — — — 
Energy conservation loans - - - - 
Transfers in (Note 12) 81,943 81,943 85,085 3,142 
Transfers out (Note 12) (279,411) (279,411) (330,993) (51,582) 
Total other financing sources (uses) (197,361) (197,361) (245,789) (48,428) 
Net change in fund balances 
(Budgetary basis) (213,434) (213,434) 250,316 463,750 
RECONCILIATION OF BUDGETARY/GAAP REPORTING 
1. Securities lending income _ _ 39 39 
2. Securities lending costs _ _ (10) (10) 
3. Inception of lease/installment contract — _— 193 193 
4. Adjustments for nonbudgeted activity _ _ _ _ 
(GAAP basis) (213,434) (213,434) 250,538 463,972 
Fund balance - July 1 _ _ 592,810 592,810 
Prior period adjustments — — 13,335 13,335 
Increase (decrease) in inventories _ _ (384) (384) 


Fund balances - June 30 


The notes to the required supplementary information are an integral part of this schedule. 


$ 213,434) $ 213,434) $ 856,299 $ 1,069,733 


Budgetary data is not broken down to the same account level as actual financial statement data, which accounts for some of the larger variances. 
The original and final budget figures reflect adjustments to the original budget for various reasons, including legislative and executive changes. 


ORIGINAL 
BUDGET 


$ 302,717 $ 


82,709 
20 
20,266 
264,819 
170,675 
130,282 
9,927 
1,637 
34,164 
8,200 
9,449 
4,697 
3,914 
1,043,476 


352,348 
103,448 
353,920 
257,915 

89,955 
415,748 


7,573,304 
(629,858) 


65,724 


323,874 
(100,956) 
314,123 


(215,735) 


STATE SPECIAL REVENUE FUND 


FINAL 
BUDGET 


302,717 $ 


82,709 
20 
20,266 
264,819 
170,675 
130,282 
9,927 
1,637 
34,164 
8,200 
9,449 
4,697 
3,914 
1,043,476 


352,244 
103,448 
353,920 
257,915 

89,955 
415,748 


1,573,230 
(629,754) 


65,724 


323,874 
(100,956) 
314,123 


(215,631) 


ACTUAL 
299,019 $ 


64,910 
11 
20,066 
274,417 
171,436 
134,556 
5,167 
8,967 
1,120 
35,092 
6,580 
6,079 
56,502 
3,302 
1,087,224 


195,503 
85,732 
254,862 
217,830 
85,051 
216,845 


2,994 
1,230 
88,961 
7,149,008 
(61,784) 


437 
617 
24,896 

(23,935) 
8,799 
56,904 
149 
209,877 

(63,008) 
214,736 


152,952 
47 
(10) 
4,137 
(11,899) 
145,207 


1,836,115 
(591) 


VARIANCE 


(3,698) $ 


(17,799) 
(9) 
(200) 
9,598 
761 
4,274 
5,167 
(960) 
(517) 
928 
(1,620) 
(3,370) 
51,805 
(612) 
43,146 


156,741 
17,716 
99,058 
40,085 

4,904 

198,903 


(2,994) 
(1,230) 
(88,961) 
424,222 
467,970 


387 
61 
21 
(23,935) 
8,799 
(8,820) 
149 
(113,997) 
37,948 
(09,387) 


368,583 
47 

(10) 
4,137 
(11,899) 


360,858 


1,836,115 
(591) 
(1,551) 


ORIGINAL 
BUDGET 


100 
5,942,744 
97,487 
1,341 
6,049,430 


4,016,179 
82,003 
739,242 
3,482,647 
922,666 
229,238 


9,471,975 
(3,422,545) 


1,683,884 
(2,877,747) 
(1,193,863) 


(4,616,408) 


FEDERAL SPECIAL REVENUE FUND 


FINAL 
BUDGET 


100 
5,942,744 
97,487 
1,341 
6,049,430 


4,016,179 
82,003 
739,242 
3,482,647 
922,666 
229,238 


9,471,975 
(3,422,545) 


1,683,884 
(2,877,747) 
(1,193,863) 


(4,616,408) 


ACTUAL 


44 
4,692,258 
98,207 
1,335 
4,800,341 


834,438 
58,076 
129,320 
2,710,754 
289,715 
128,353 


135 

11 
427,568 
4,578,370 
221,971 


2,058 
(229,171) 
(227,113) 


(5,142) 


VARIANCE 


184 
572 
(15) 
(56) 
(1,250,486) 
720 
(6) 
(1,249,089) 


3,181,741 
23,927 
609,922 
771,893 
632,951 
100,885 


(135) 

(11) 
(427,568) 
4,893,605 
3,644,516 


(1,681,826) 
2,648,576 
966,750 


4,611,266 


57 


4,611,323 


(6,799) 
564 
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NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION 
NOTE RSI - 1. BUDGETARY REPORTING 
A. State Budget Process 


The Montana Legislature meets in the odd-numbered years to prepare annual budgets for the next 
biennium. The Constitution requires that legislative appropriations not exceed available revenues. The 
Legislature uses revenue estimates in the budgetary process to establish appropriation levels. 
Expenditures may not legally exceed budget appropriations at the fund level. In addition, the State 
Constitution prohibits borrowing to cover deficits incurred because appropriations exceeded anticipated 
revenues. State law requires an appropriation for disbursements from the general, special revenue and 
capital projects funds, except for those special revenue funds from non-state and non-federal sources 
restricted by law or by the terms of an agreement. The level of budgetary control is established by fund 
type, except capital project funds, which are at project level. Budgets may be established in other funds 
for administrative purposes. 


Agency budget requests are submitted to the Governor, and the Legislative Fiscal Division receives a 
copy. The Office of Budget and Program Planning (OBPP) and the Governor analyze the requests, 
establish priorities, and develop the requests into the executive budget request submitted to the 
Legislature. Joint appropriations subcommittee hearings are held, and an omnibus appropriation bill is 
reported in the House and subsequently sent to the Senate. The Legislature generally enacts one bill to 
establish the majority of appropriations for the next two fiscal years. OBPP establishes appropriations for 
each program by accounting entity (fund) within an agency. The Legislature enacts other appropriations, 
but only within the available revenue. Agencies must prepare and submit to the budget director 
operational plans showing the allocation of operating budgets by expenditure category (i.e., personal 
services, operating expenses, equipment, etc.). The budget director or other statutorily designated 
approving authority may authorize changes among expenditure categories and transfers between 
program appropriations. 


Appropriations may not be increased by amendment in the General Fund. However, a department, 
institution, or agency of the executive branch desiring authorization to make expenditures from the 
General Fund during the first fiscal year of the biennium from appropriations for the second fiscal year of 
the biennium may apply for authorization from the Governor through the budget director. In the second 
year of the biennium, during the legislative session, the Legislature may authorize supplemental 
appropriations. The Governor, or designee, may approve budget amendments for non-general fund 
monies not available for consideration by the Legislature and for emergencies. In the accompanying 
financial schedule, original and final budget amounts are reported. There were no expenditures in excess 
of total authorized appropriations in the State's budgeted funds for the fiscal year. 


Appropriations for debt service activities are continuing through statutory authority until the obligation is 
extinguished. Because these non-operating budgets primarily serve a management control purpose, and 
related appropriations are continuing in nature, no comparison between budgeted and actual amounts for 
funds budgeted on this basis is provided. Appropriations for capital projects funds are not made on an 
annual basis, but are adopted on a project-length basis. Because these non-operating budgets primarily 
serve a management control purpose, and related appropriations are continuing in nature, no comparison 
between budgeted and actual amounts for funds budgeted on this basis is provided. 


Appropriations may be continued into the next fiscal year when authorized by the Legislature or the 
Governor's Office. After fiscal year-end, appropriations that are not continued are reverted. The reverted 
appropriations remain available for one fiscal year for expenditures that exceed the amount accrued or 
encumbered. Fund balances are not reserved for reverted appropriations. For fiscal year 2021, reverted 
governmental fund appropriations were as follows: $96.6 million in the General Fund, $260.7 million in the 
State Special Revenue Fund, and $332.0 million in the Federal Special Revenue Fund. Agencies are 
allowed to carry forward 30.0% of their reverted operating appropriations into the next two fiscal years. 
This amount can be used for new expenditures at the request of the agency and upon approval of OBPP. 


B. Budget Basis 


The Legislature's legal authorization ("appropriations") to incur obligations is enacted on a basis 
inconsistent with Generally Accepted Accounting Principles (GAAP). The budget basis differs from GAAP 
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for encumbrances outstanding at fiscal year-end, compensated absences, capital assets and inventories 
purchased in proprietary funds, certain loans from governmental funds, and other miscellaneous n on- 
budgeted activity. 
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REQUIRED SUPPLEMENTARY INFORMATION 


NOTE RSI - 2. PENSION PLAN INFORMATION 


Required Supplementary Information 
State of Montana as an Employer Entity 


Judges’ Retirement System 
Schedule of Changes in Net Pension Liability/(Asset) and Related Ratios ! 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 

Total Pension Liability (TPL) 
Service costs $ 1,748 $ 1,772 $ 1,664 $ 1,28 $ 1,578 $ 1,653 $ 1,594 
Interest 4,842 4,458 4,503 4,044 3,986 3,934 3,824 
Differences between expected and actual experience (262) 2,743 (2,901) 862 (1,341) (1,032) _ 
Changes of assumptions 1,912 — _ 3,865 _ _ _ 
Refunds of contributions _ _ (149) _ _ — _ 
Benefit payments (4,038) (3,846) (3,723) (3,554) (3,416) (3,041) (3,023) 

Net change in total pension liability 4,202 5,127 (606) 6,845 807 1,514 2,395 
Total pension liability — beginning 65,319 60,192 60,798 53,953 53,146 51,632 49,237 
Total pension liability - ending $ 69,521 $ 65319 $ 60,192 $ 60,798 $ 53953 $ 53146 $ 51,632 
Plan Fiduciary Net Position 
Contributions — employer $ 1,988 $ — $ 108 $ 1,800 $ 1806 $ 1684 $ 1,651 
Contributions - member 560 517 575 488 729 534 481 
Net investment income 2,827 5,687 8,467 10,368 1,779 3,843 12,421 
Refunds of contributions _ — (149) _ _ _ — 
Benefit payments (4,038) (3,846) (3,723) (3,554) (3,416) (3,041) (3,023) 
Administrative expense (157) (123) (264) (254) (197) (136) (100) 
Other — _ 7 — (3) _— _ 

Net change in plan fiduciary net position 1,180 2,235 5,998 8,848 698 2,884 11,430 
Plan fiduciary net position - beginning 104,886 102,651 96,653 87,805 87,107 84,223 72,793 
Plan fiduciary net position - ending $ 106,066 $ 104886 $ 102651 $ 96653 $ 87805 $ 87,107 $ 84,223 
Net Pension (Asset) - Beginning $ (39,567) $ (42,459) $ (35,855) $ (33,852) $ (33,961) $ (32,591) $ (23,556) 
Net Pension (Asset) - Ending $ (36,545) $ (39,567) $ (42,459) $ (35,855) $ (33,852) $ (33,961) $ (32,591) 
Plan fiduciary net position as a percentage of TPL 152.57% 160.58% 170.54% 158.97% 162.74% 163.90% 163.12% 
Covered payroll $ 8001 $ 7,382 $ 7,291 $ 6974 $ 6920 $ 6525 §$ 6,355 


Net pension (asset) as a percentage of covered payroll (456.76)% — (535.99)% = (582.35)% = (514.12)%  — (489.19)% = (521.00)% (513.00)% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 
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Schedule of Employer Contributions ' 


Contractually required contributions $ 


Contributions made in relation to the 
contractually required contributions 


Contribution deficiency/(excess) $ 
Covered payroll $ 


Contributions as a percentage of 
covered payroll 


For the Fiscal Year Ended June 30 


(in thousands) 


2020 2019 2018 2017 2016 2015 
$ 1,988 $ — $ 1,08 $ 1,800 $ 1,786 $ 1,684 
1,988 = 1,085 1,800 1,786 1,684 
$ =—5 —_§ —_$ = 3 = 3 = 


$ 8001 $ 7,382 $ 7,291 $ 6974 $ 6920 $ 6,525 


25.82% 24.85% 0.00% 14.88% 25.81% 26.00% 26.00% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Judges’ Retirement System 


Notes to Required Supplementary Information 


For the Year Ended June 30, 2021 


Method and assumptions used in calculations of contractually determined contributions: The 
contractually required contribution rates are determined on an annual basis for the fiscal year beginning 
July 1, 2020, determined as of June 30, 2020. 


The following key methods and assumptions were used to determine the contractual contribution rates 


reported in that schedule: 


Actuarial cost method 
Amortization method 
Asset valuation method 
Wage inflation 

Merit increases 

Total salary increases 
Inflation 

Investment rate of return 


Mortality (healthy) 


Mortality (disabled) 
Admin expense as a % of payroll 


Entry age normal 

Level percentage of pay, open 

4-year smoothed market 

3.50% 

0% 

3.50%, including inflation 

2.40% 

7.34%, net of pension plan investment expense, including 
inflation 

RP-2000 Combined employee and annuitant mortality table 
projected to 2020 using scale BB, males set back 1 year 
RP-2000 Combined employee and annuitant mortality table 
0.08% 


Changes of assumptions: The discount rate was lowered from 7.65% to 7.34%. The investment rate of 
return was lowered from 7.65% to 7.34%. The inflation rate was reduced from 2.75% to 2.40%. 
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Required Supplementary Information 
State of Montana as an Employer Entity 


Highway Patrol Officers’ Retirement System 


For the Fiscal Year Ended June 30 
(dollars in thousands) 


Total Pension Liability (TPL) 
Service costs 
Interest 
Changes in benefits 
Difference between expected and actual experience 
Changes of assumptions 
Benefit payments 
Refunds of contributions 

Net change in total pension liability 
Total pension liability — beginning 
Total pension liability - ending 
Plan Fiduciary Net Position 
Contributions - employer 
Contributions - non-employer 
Contributions - member 
Net investment income 
Benefit payments 
Administrative expense 
Refunds of contributions 
Other 

Net change in plan fiduciary net position 
Plan fiduciary net position — beginning 


Plan fiduciary net position - ending 


Net Pension Liability - Beginning 
Net Pension Liability - Ending 
Plan fiduciary net position as a percentage of TPL 


Covered payroll 


Net pension liability as a percentage of covered payroll 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Schedule of Changes in Net Pension Liability and Related Ratios ' 


2021 2020 2019 2018 2017 
$ 3337 $ 3453 $ 3643 $ 3665 $ 3,799 $ 
17,688 16,926 16,294 15,121 14,545 
(993) 2,413 590 2,774 18 
141,055 = = 7,892 = 
(12,685) (12,063) (11,546) += (11,037) (10,482) 
(331) (582) (322) (245) (94) 
148,071 10,147 8,659 18,170 7,786 
237,728 227,581 +~=—«-218,922 += 200,752 +=: 192,966 
$ 385,799 $ 237,728 $ 227,581 $ 218,922 $ 200,752 $ 
$ 6003 $ 5845 $ 5858 $ 5782 $ 5916 $ 
226 233 250 263 243 
2,170 2,002 2,387 1,950 1,917 
4,101 8,269 12,283 15,099 2,605 
(12,685) (12,063) (11,546) += (11,037) (10,482) 
(163) (127) (256) (248) (197) 
(331) (582) (322) (245) (94) 
(131) 2 8 = (2) 
(810) 3,579 8,662 11,564 (94) 
152,778 149,199 140,537 «=: 128,973 -~—Ss«129,067 
$ 151,968 $ 152,778 $ 149,199 $ 140,537 $ 128,973 $ 
84,950 $ 78,382 $ 78,385 $ 71,779 $ 63899 $ 
$ 233,831 $ 84,950 $ 78,382 $ 78,385 $ 71,779 $ 
39.39% 64.27% 65.56% 64.20% 64.24% 
$ 15,608 $ 15,178 $ 15251 $ 14,779 $ 15,276 $ 
1498.15%  559.69%  513.95%  530.38%  469.88% 


2016 


3,598 $ 
14,113 
1,856 
267 
(10,001) 
9,833 
183,133 

192,966 $ 


5,840 $ 
1,624 
5,738 
(10,001) 
(144) 


3,057 
126,010 
129,067 $ 


57,123 $ 
63,899 $ 
67.00% 
14,549 §$ 
439.00% 


2015 


3,464 
13,518 


(9,443) 
7,539 
175,594 
183,133 


5,736 
1,458 
18,677 
(9,443) 
(109) 


16,319 
109,691 
126,010 


65,903 
57,123 
69.00% 
14,149 
404.00% 


Contractually required contributions  $ 


Contributions in relation to the 
contractually required contributions 


Contribution deficiency/(excess) $ 
Covered payroll $ 


Contributions as a percentage of 
covered payroll 


Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 


(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
$ 6209 $ 6051 $ 5843 $ 5706 $ 6161 $ 5,782 


6,209 6,051 5,843 5,706 6,161 5,782 
$ =_§ = = 4 —_$ = 5 = 
$ 15,608 $ 15,178 $ 15,251 $ 14,779 $ 15,276 $ 14,549 


39.68% 39.78% 39.87% 38.31% 38.61% 40.00% 40.00% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
Highway Patrol Officers’ Retirement System 


For the Year Ended June 30, 2021 


Method and assumptions used in calculations of contractually determined contributions: The 
contractually required contribution rates are determined on an annual basis for the fiscal year beginning 
July 1, 2020, determined as of June 30, 2020. 


The following key methods and assumptions were used to determine the contractual contribution rates 


reported in that schedule: 


Actuarial cost method 
Amortization method 
Asset valuation method 
Wage inflation 

Merit increases 

Total salary increases 
Inflation 

Investment rate of return 


Mortality (healthy) 


Mortality (disabled) 
Admin expense as a % of payroll 


Entry age normal 

Level percentage of pay, open 

4-year smoothed market 

3.50% 

0% to 6.30% 

3.50% to 10.02%, including inflation 

2.40% 

7.34%, net of pension plan investment expense, including 
inflation 

RP-2000 Combined employee and annuitant mortality table 
projected to 2020 using scale BB, males set back 1 year 
RP-2000 Combined employee and annuitant mortality table 
0.18% 


Changes of assumptions: The discount rate was lowered from 7.65% to 4.43%. The investment rate of 
return was lowered from 7.65% to 7.34%. The inflation rate was reduced from 2.75% to 2.40%. 
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Required Supplementary Information 
State of Montana as an Employer Entity 


Game Wardens’ and Peace Officers’ Retirement System 
Schedule of Changes in Net Pension Liability and Related Ratios ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 

Total Pension Liability (TPL) 
Service costs $ 8029 $ 8004 $ 8098 $ 8623 $ 8403 $ 8008 $ 7,850 
Interest 18,535 17,618 16,018 14,269 12,911 12,398 11,258 
Difference between expected and actual experience (2,027) (4,728) 4,781 3,743 2,705 731 _— 
Changes of assumptions 85,967 — _— 5,878 _ — _ 
Benefit payments (8,247) (7,350) (6,523) (5,810) (5,068) (5,352) (5,229) 
Refunds of contributions (1,200) (1,001) (1,105) (1,036) (1,066) — _— 

Net change in total pension liability 101,057 12,543 21,269 25,667 17,885 15,785 13,879 
Total pension liability - beginning 247,013 234,470 213,201 187,534 169,649 153,864 139,985 
Total pension liability - ending $ 348,070 $ 247,013 $ 234,470 $ 213,201 $ 187,534 $ 169,649 $ 153,864 
Plan Fiduciary Net Position 
Contributions - employer $ 4868 $ 4686 $ 4613 $ 4464 $ 4278 $ 4088 $ 3,762 
Contributions - member 5,803 5,566 5,512 5,278 5,036 4,924 4,462 
Net investment income 5,583 11,125 15,573 18,590 3,167 6,435 20,069 
Benefit payments (8,247) (7,350) (6,523) (5,810) (5,068) (5,352) (5,229) 
Administrative expense (241) (202) (369) (329) (269) (200) (162) 
Refunds of contributions (1,200) (1,001) (1,105) (1,036) (1,066) — _ 
Other (4) 1 (19) (1) (31) _— _— 

Net change in plan fiduciary net position 6,562 12,825 17,682 21,156 6,047 9,895 22,902 
Plan fiduciary net position - beginning 206,348 193,523 175,841 154,685 148,638 138,743 115,841 
Plan fiduciary net position - ending $ 212,910 $ 206,348 $ 193523 $ 175,841 $ 154685 $ 148638 $ 138,743 
Net Pension Liability - Beginning $ 40,665 $ 40947 $ 37,360 $ 32,849 $ 21,011 $ 15121 $ 24,144 
Net Pension Liability - Ending $ 135,160 $ 40665 $ 40947 $ 37,360 $ 32849 $ 21,011 $ 15,121 
Plan fiduciary net position as a percentage of TPL 61.17% 83.54% 82.54% 82.48% 82.48% 87.00% 90.00% 
Covered payroll $ 53,825 $ 51,677 $ 50823 $ 49381 $ 47,108 $ 44885 $ 41,637 


Net pension liability as a percentage of covered payroll 251.11% 78.69% 80.57% 75.66% 69.73% 47.00% 36.00% 


Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 5,394 $ 4837 $ 4644 $ 4574 $ 4447 $ 4,240 $ 4,040 
Contributions in relation to the 


contractually required contributions 5,394 4,837 4,644 4,574 4,447 4,240 4,040 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ — $ _ 
Covered payroll $ 60,023 $ 53,825 $ 51,677 $ 50,823 $ 49,381 $ 47,108 $ 44,885 
Contributions as a percentage of 

covered payroll 8.99% 8.99% 8.99% 9.00% 9.01% 9.00% 9.00% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 
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Notes to Required Supplementary Information 
Game Wardens’ and Peace Officers’ Retirement System 


For the Year Ended June 30, 2021 


Method and assumptions used in calculations of contractually determined contributions: The 
contractually required contribution rates are determined on an annual basis for the fiscal year beginning 
July 1, 2020, determined as of June 30, 2020. 


The following key methods and assumptions were used to determine the contractual contribution rates 


reported in that schedule: 


Actuarial cost method 
Amortization method 
Asset valuation method 
Wage inflation 

Merit increases 

Total salary increases 
Inflation 

Investment rate of return 


Mortality (healthy) 


Mortality (disabled) 
Admin expense as a % of payroll 


Entry age normal 

Level percentage of pay, open 

4-year smoothed market 

3.50% 

0% to 6.30% 

3.50% to 10.02%, including inflation 

2.40% 

7.34%, net of pension plan investment expense, including 
inflation 

RP-2000 Combined employee and annuitant mortality table 
projected to 2020 using scale BB, males set back 1 year 
RP-2000 Combined employee and annuitant mortality table 
0.16% 


Changes of assumptions: The discount rate was lowered from 7.65% to 5.65%. The investment rate of 
return was lowered from 7.65% to 7.34%. The inflation rate was reduced from 2.75% to 2.40%. 
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Required Supplementary Information 
State of Montana as an Employer Entity 


Public Employees’ Retirement System-Defined Benefit Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Employer's proportion of the net pension liability 48.997235%  39.140686%  39.546272%  53.049189%  53.241100%  53.611080% 53.223780% 
Employer's proportionate share of the net pension 
liability $ 1,292,651 $ 818,162 $ 825,387 $ 1,033,200 $ 906,880 $ 749,414 $ 663,174 
Employer's covered payroll $ 654,193 $ 638,674 $ 640,177 $ 648,671 $ 621,755 $ 620,286 $ 597,083 
Employer ’s proportionate share of the net pension 
liability as a percentage of its covered payroll 197.59% 128.10% 128.93% 159.28% 145.86% 120.82% 111.07% 
Plan fiduciary net position as a percentage of the total 
pension liability 68.90% 73.85% 73.47% 74.00% 75.00% 78.00% 80.00% 
Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 
2021 2020 2019 2018 2017 2016 2015 

Contractually required contributions $ 78878 $ 58504 $ 56183 $ 54844 $ 56256 $ 59073 $ 58575 

Contributions in relation to the contractually required 

contributions 78,878 58,504 56,183 54,844 56,256 59,073 58,575 

Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ — $ _ 

Covered payroll $ 715,875 $ 654,193 $ 638,674 $ 640,177 $ 648671 $ 621,755 $ 620,286 

Contributions as a percentage of covered payroll 11.02% 8.94% 8.80% 8.57% 8.67% 9.50% 9.44% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2021 


Method and assumptions used in calculations of contractually determined contributions: The 
contractually required contribution rates are determined on an annual basis for the fiscal year beginning 
July 1, 2020, determined as of June 30, 2020. 


The following actuarial methods and assumptions were used to determine contractual contribution rates 
reported in that schedule: 


Actuarial cost method Entry age normal 

Amortization method Level percentage of payroll, open 

Asset valuation method 4-year smoothed market 

Wage inflation 3.50% 

Merit increases 0% to 4.80% 

Total salary increases 3.50% to 8.47%, including inflation 

Inflation 2.40% 

Investment rate of return 7.34%, includes inflation 

Mortality (healthy) RP-2000 Combined employee and annuitant mortality table 
projected to 2020 using scale BB, males set back 1 year 

Mortality (disabled) RP-2000 Combined employee and annuitant mortality table 

Admin expense as a % of payroll 0.30% 


Changes of assumptions: The discount rate was lowered from 7.65% to 7.34%. The investment rate of 
return was lowered from 7.65% to 7.34%. The inflation rate was reduced from 2.75% to 2.40%. 


Required Supplementary Information 
State of Montana as a Nonemployer Entity 


Public Employees’ Retirement System-Defined Benefit Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 


Nonemployer’s proportion of the net pension liability 14.215404%  24.411533%  24.917247%  1.007464%  0.956169%  0.956090%  0.961287% 


Nonemployer’s proportionate share of the net pension 
liability $ 375,032 $ 510,277 $ 520,058 $ 19622 $ 16,287 $ 13,365 $ 11,978 


Plan fiduciary net position as a percentage of the total 


pension liability 68.90% 73.85% 73.47% 74.00% 75.00% 78.00% 80.00% 


Schedule of Nonemployer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 21,180 $ 35008 $ 34642 $ 34706 $ 28763 $ 30,800 $ 32,397 
Contributions in relation to the contractually required 
contributions 21,180 35,008 34,642 34,706 28,763 30,800 32,397 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ — $ _— 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2021 


Method and assumptions used in calculations of contractually determined contributions: The 
contractually determined contribution rates are set forth by the Legislature and are contained within the 
Montana Code Annotated (MCA). The amounts used for the valuation as of the year ended June 30, 
2020, are as follows: 


Special Funding 
The State contributes 0.1% of member compensation on behalf of local government entities per 
Section 19-3-319, MCA. 
The State contributes 0.37% of member compensation on behalf of school district entities per 
Section 19-3-319, MCA. 
The State contributes a statutory appropriation from General Fund per Section 19-3-320, MCA. 


Changes of assumptions: The discount rate was lowered from 7.65% to 7.34%. The investment rate of 
return was lowered from 7.65% to 7.34%. The inflation rate was reduced from 2.75% to 2.40%. 


A-175 


A-176 


Required Supplementary Information 
State of Montana as an Employer Entity 


Sheriffs’ Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Employer's proportion of the net pension liability 4.758893%  4.876949%  4.872800%  4.856692%  5.454386%  5.637055% 5.535000% 
Employer's proportionate share of the net pension 
liability $ 5800 $ 4,067 $ 3663 $ 3696 $ 9,582 $ 5434 $ 2,304 
Employer's covered payroll $ 4041 $ 3915 $ 3781 $ 3634 $ 3850 $ 3836 $ 3,580 
Employer ’s proportionate share of the net pension 
liability as a percentage of its covered payroll 143.53% 103.88% 96.88% 101.71% 248.88% 141.66% 64.36% 
Plan fiduciary net position as a percentage of the total 
pension liability 75.92% 81.89% 82.68% 81.00% 63.00% 75.00% 87.00% 


Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 607 $ 530 $ 513 $ 496 $ 368 $ 389 $ 388 
Contributions in relation to the contractually required 
contributions 607 530 513 496 368 389 388 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ — $ = 
Covered payroll $ 4628 $ 4041 $ 3915 $ 3781 $ 3634 $ 3850 $ 3,836 
Contributions as a percentage of covered payroll 13.12% 13.12% 13.10% 13.12% 10.13% 10.10% 10.11% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year ended June 30, 2021 


Method and assumptions used in calculations of contractually determined contributions: The 
contractually required contribution rates are determined on an annual basis for the fiscal year beginning 
July 1, 2020, determined as of June 30, 2020. The following actuarial methods and assumptions were 
used to determine contractual contribution rates reported in that schedule: 


Actuarial cost method Entry age normal 

Amortization method Level percentage of payroll, open 

Asset valuation method 4-year smoothed market 

Wage Inflation 3.50% 

Merit increases 0% to 6.30% 

Total salary increases 3.50% to 10.02%, including inflation 

Inflation 2.40% 

Investment rate of return 7.34%, includes inflation 

Mortality (healthy) RP-2000 Combined employee and annuitant mortality table 
projected to 2020 using scale BB, set back 1 year for males 

Mortality (disabled) RP-2000 Combined employee and annuitant mortality table 

Admin expense as a % of payroll 0.16% 


Changes of assumptions: The discount rate was lowered from 7.65% to 7.34%. The investment rate of 
return was lowered from 7.65% to 7.34%. The inflation rate was reduced from 2.75% to 2.40%. 
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Required Supplementary Information 
State of Montana as a Nonemployer Contributing Entity 


Municipal Peace Officers’ Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Nonemployer’s proportion of the net pension liability 66.853347% 67.063878%  67.124706%  67.085433%  66.499650%  66.954111% 66.888728% 
Nonemployer’s proportionate share of the net pension 


liability $ 163,514 $ 133487 $ 114956 $ 119,354 $ 119,708 $ 110,756 $ 105,106 
Plan fiduciary net position as a percentage of the total 
pension liability 64.84% 68.84% 70.95% 68.00% 66.00% 67.00% 67.00% 


Schedule of Nonemployer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 17395 $ 16677 $ 15941 $ 15283 $ 13215 $ 13,752 $ 13,433 
Contributions in relation to the contractually required 
contributions 17,395 16,677 15,941 15,283 13,215 13,752 13,433 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ — $ _— 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2021 


Method and assumptions used in calculations of contractually determined contributions: The 
contractually determined contribution rates are set forth by the Legislature and are contained within the 
Montana Code Annotated (MCA). The amounts used for the valuation as of the year ended June 30, 
2020, are as follows: 


The State contributes 29.37% of member compensation on behalf of all employer entities per 
Section 19-9-702, MCA. 


Changes of assumptions: The discount rate was lowered from 7.65% to 7.34%. The investment rate of 
return was lowered from 7.65% to 7.34%. The inflation rate was reduced from 2.75% to 2.40%. 
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Required Supplementary Information 
State of Montana as an Employer Entity 


Firefighters’ Unified Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Employer's proportion of the net pension liability 2.378643% 2.013129%  2.300917%  2.233929%  2.261523%  2.399255%  1.850026% 
Employer's proportionate share of the net pension 
liability $ 3,722 $ 2309 $ 2650 $ 2525 $ 2583 $ 2454 $ 1,806 
Employer's covered payroll $ 1,276 $ 1,051 $ 1,108 $ 1,022 $ 974 $ 986 $ 735 
Employer ’s proportionate share of the net pension 
liability as a percentage of its covered payroll 291.69% 219.70% 240.25% 247.06% 265.20% 249.00% 245.00% 
Plan fiduciary net position as a percentage of the total 
pension liability 75.34% 80.08% 79.03% 78.00% 75.00% 77.00% 77.00% 


Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 665 $ 599 $ 494 $ 518 $ 472 $ 475 § 142 
Contributions in relation to the contractually required 
contributions 665 599 494 518 472 475 142 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ — $ _ 
Covered payroll $ 1415 $ 1,276 $ 1,051 $ 1,103 $ 1,022 $ 974 $ 986 
Contributions as a percentage of covered payroll 47.00% 46.94% 47.00% 46.96% 46.18% 49.00% 14.40% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2021 


Method and assumptions used in calculations of contractually determined contributions: The 
contractually required contribution rates are determined on an annual basis for the fiscal year beginning 
July 1, 2020, determined as of June 30, 2020. The following actuarial methods and assumptions were 
used to determine contractual contribution rates reported in that schedule: 


Actuarial cost method Entry age normal 

Amortization method Level percentage of payroll, open 

Asset valuation method 4-year smoothed market 

Wage inflation 3.50% 

Merit increases 0% to 6.30% 

Total salary increases 3.50% to 10.02%, including inflation 

Inflation 2.40% 

Investment rate of return 7.34%, including inflation 

Mortality (healthy) RP-2000 Combined employee and annuitant mortality table 
projected to 2020 using scale BB, males set back 1 year 

Mortality (disabled) RP-2000 Combined employee and annuitant mortality table 

Admin as a % of payroll 0.13% 


Changes of assumptions: The discount rate was lowered from 7.65% to 7.34%. The investment rate of 
return was lowered from 7.65% to 7.34%. The inflation rate was reduced from 2.75% to 2.40%. 
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Required Supplementary Information 
State of Montana as a Nonemployer Contributing Entity 


Firefighters’ Unified Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Nonemployer’s proportion of the net pension liability 67.656380% 69.323577%  67.972164%  67.876338%  67.809541%  67.358196%  68.005182% 
Nonemployer’s proportionate share of the net pension 


liability $ 105,867 $ 79,524 $ 78285 $ 76,724 $ 77448 $ 68,892 $ 66,384 
Plan fiduciary net position as a percentage of the total 
pension liability 75.34% 80.08% 79.03% 78.00% 75.00% 77.00% 77.00% 


Schedule of Nonemployer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 17,897 $ 17,147 $ 16209 $ 15272 $ 14042 $ 13635 $ 13,573 
Contributions in relation to the contractually required 
contributions 17,897 17,147 16,209 15,272 14,042 13,635 13,573 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ — $ _ 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2021 


Method and assumptions used in calculations of statutorily determined contributions: The 
statutorily determined contribution rates are set forth by the Legislature and are contained within the 
Montana Code Annotated (MCA). The amounts used for the valuation as of the year ended June 30, 
2020, are as follows: 


The State contributes 32.61% of member compensation on behalf of all employer entities per 
Section 19-13-604, MCA. 


Changes of assumptions: The discount rate was lowered from 7.65% to 7.34%. The investment rate of 
return was lowered from 7.65% to 7.34%. The inflation rate was reduced from 2.75% to 2.40%. 
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Required Supplementary Information 
State of Montana as a Nonemployer Contributing Entity 


Volunteer Firefighters’ Compensation Act 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 


Nonemployer’s proportion of the net pension liability 100% 100% 100% 100% 100% 100% 100% 


Nonemployer’s proportionate share of the net pension 
liability $ 9106 $ 6907 $ 7,667 $ 10,087 $ 10599 $ 10,504 $ 5,089 


Plan fiduciary net position as a percentage of the total 
pension liability 81.42% 85.23% 83.48% 78.00% 76.00% 76.00% 87.00% 


Schedule of Nonemployer Contributions | 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 2,578 $ 2,475 $ 2,361 $ 2,207 $ 2,054 $ 2,024 $ 1,913 
Contributions in relation to the contractually required 
contributions 2,978 2,475 2,361 2,207 2,054 2,024 1,913 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ — $ — 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2021 


Method and assumptions used in calculations of actuarially determined contributions: The 
statutorily determined contribution rates are set forth by the Legislature and are contained within the 
Montana Code Annotated (MCA). The amounts used for the valuation as of the year ended June 30, 
2020, are as follows: 


The State contributes 5% of certain fire tax insurance premiums paid per Section 19-17-301, 
MCA. 


Changes of assumptions: The discount rate was lowered from 7.65% to 7.34%. The investment rate of 
return was lowered from 7.65% to 7.34%. The inflation rate was reduced from 2.75% to 2.40%. 


Required Supplementary Information 


State of Montana as an Employer Entity 


Teachers’ Retirement System 


Schedule of Proportionate Share of the Net Pension Liability ' 


Employer's proportion of the net pension liability 


For the Year Ended June 30 
(dollars in thousands) 


Employer's proportionate share of the net pension 


liability 


Employer's covered payroll 


Employer ’s proportionate share of the net pension 


liability as a percentage of its covered payroll 


Plan fiduciary net position as a percentage of the total 


pension liability 


Contractually required contributions 


Contributions in relation to the contractually required 


contributions 

Contribution deficiency/(excess) 

Covered payroll 

Contributions as a percentage of covered payroll 


2021 2020 2019 2018 2017 2016 2015 
2.303331%  2.411113%  2.554088%  2.860298%  3.121008%  3.422388%  4.689747% 
$ 51,812 $ 46,493 $ 47,407 $ 48,227 $ 57,016 $ 56,230 $ 72,168 
$ 22,384 $ 23,250 $ 24,275 $ 26,944 $ 28,915 $ 31,252 $ 32,937 
231.47% 199.97% 195.29% 178.99% 197.18%  179.00%  — 219.00% 
64.95% 68.64% 69.09% 70.00% 67.00% 69.00% 70.00% 
Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 
2021 2020 2019 2018 2017 2016 2015 
$ 16,103 $ 16686 $ 16538 $ 17,298 $ 17,396 $ 16,946 $ 16,234 
16,103 16,686 16,538 17,298 17,396 16,946 16,234 
$ — $ — $3 — $ — $3 — $ — $ = 
$ 21,776 $ 22,384 $ 23,250 $ 24,275 $ 26,944 $ 28,915 $ 31,252 
73.95% 74.54% 71.13% 71.26% 64.56% 58.00% 52.00% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 


For the Year Ended June 30, 2021 


Method and assumptions used in calculations of actuarially determined contributions: The 
actuarially determined contribution rates are determined on an annual basis for the fiscal year beginning 
July 1, 2020, determined as of June 30, 2020. The following actuarial methods and assumptions were 
used to determine actuarial contribution rates reported in that schedule: 


Actuarial cost method 
Amortization method 
Asset valuation method 
Wage inflation 

Merit increase 


Entry age 

Level percentage of pay, open 

4-year smoothed market 

3.25% 

0 to 4.51% for non-university members and 
1.00% for university members 


Total salary increases 


Inflation 
Investment rate of return 


Mortality (healthy) 


Mortality (disabled) 


Admin as a % of payroll 


3.25% to 7.76% for non-university members and 

4.25% for university members, including inflation 

2.40% 

7.34%, net of pension plan investment expense, and 

including inflation 

RP-2000 Healthy Combined mortality table projected to 2022 
adjusted for partial credibility setback for 2 years 

RP-2000 Disabled mortality table for males set back 3 years, for 
females set forward 2 years 

0.45% 


A-181 


A-182 


Changes of assumptions: The discount rate was lowered from 7.50% to 7.34%. The investment rate of 
return was lowered from 7.50% to 7.34%. The inflation rate was reduced from 2.50% to 2.40%. 


Required Supplementary Information 
State of Montana as a Nonemployer Contributing Entity 


Teachers’ Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 


Nonemployer's proportion of the net pension liability 36 S54649% 37.112880% 37.735743%  38.133267%  38.729473%  39.384625%  38.777294% 
Nonemployer’s proportionate share of the net pension 


liability $ 822,282 $ 715,637 $ 700,417 $ 642,958 $ 707,527 $ 647,092 $ 596,724 
Plan fiduciary net position as a percentage of the total 
pension liability 64.95% 68.64% 69.09% 70.00% 67.00% 69.00% 70.00% 


Schedule of Nonemployer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2021 2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 46,701 $ 44841 $ 44333 $ 43,718 $ 43028 $ 42,400 $ 42,806 
Contributions in relation to the contractually required 
contributions 46,701 44,841 44/333 43,718 43,028 42,400 42,806 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ — $ _ 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2021 


Method and assumptions used in calculations of contractually determined contributions: The 
contractually required contribution rates are set forth by the Legislature and are contained within the 
Montana Code Annotated (MCA). The amounts used for the valuation as of the year ended June 30, 
2020, are as follows: 


The State contributes 0.11% of the compensation of members participating per Section 
19-20-604, MCA. 


The State contributes 2.38% of member compensation on behalf of school district and community 
college entities per Section 19-20-607, MCA. 


The State contributes a $25.0 million payment from the General Fund per Section 19-20-607, 
MCA. 


Changes of assumptions: The discount rate was lowered from 7.50% to 7.34%. The investment rate of 
return was lowered from 7.50% to 7.34%. The inflation rate was reduced from 2.50% to 2.40%. 


A-183 


REQUIRED SUPPLEMENTARY INFORMATION 
NOTE RSI - 3. OTHER POSTEMPLOYMENT BENEFITS PLAN INFORMATION (OPEB) 


The State of Montana and MUS OPEB plans allow retirees to participate, as a group, at a rate that does 
not cover all of the related costs. This results in the reporting of the Total OPEB Liability in the related 
financial statements and note disclosures. 


In accordance with GASB 75, the following information is presented to reflect the funding progress of the 
Other Postemployment Benefits Plans for the State of Montana OPEB plan. 
Total OPEB Liability and Related Ratios 
Last 10 Fiscal Years 
(in thousands) 


Total 
OPEB 
Liability 2021 2020 2019 2018 
Service cost $ 1,734 $ 1946 $ 2,062 $ 1,889 
Interest 1,333 1,586 1,990 2,014 
Difference between expected (6,137) (9,409) _ (4,723) 


and actual experience 


Changes of assumptions or other 104,439 (1,877) 2,895 (295) 
inputs 
Benefit payments (1,196) (601) (1,709) 1,705 
Net change in Total OPEB 100,173 (8,355) 5,238 590 
Liability 
Total OPEB Liability - 
Beginning 47,342 55,697 50,459 49,869 
Total OPEB Liability - 
Ending $ 147,515 $ 47,342 § 55,697 $ 50,459 


State and discretely presented 
component units’ proportion of 
the collective Total OPEB 


Liability 100 % 100 % 100 % 100 % 
Covered employee payroll $ 689,871 $ 690,563 $ 702,688 $ 675,661 
Total OPEB Liability as a 

percentage of covered employee 21.38 % 6.86 % 7.93 % TAT% 
payroll 


) Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Note to Schedule: No assets are accumulated in a trust that meets the criteria of GASB 75. 


Factors that significantly affect trends in the amounts reported: 


A-184 


Changes in Actuarial Assumptions and Methods 


June 30, 2021: Changes in assumptions for 2021 were due to no retiree contribution increase 
and a decrease in the discount rate from 2.75% to 2.23%. 


June 30, 2020: Changes in actuarial assumptions include a participation rate reduction from 55% 
to 40% based on recent experience study, a revision to rates per the Retirement System pension 
valuations as of July 1, 2019, and the interest/discount rate was based on the average of multiple 
March 31, 2020 municipal bond rate sources. 


June 30, 2019: Changes in actuarial assumptions include interest rate based upon March 31, 
2019, 20-year municipal bond index per GASB 75 requirements. 


June 30, 2018: Changes in actuarial methods include adjustments to the amortization period and 
actuarial cost method to conform with GASB 75 requirements. Changes in actuarial assumptions 
include revised rates per the retirement system pension valuations as of July 1, 2017 and interest 
rate based upon the March 31, 2018, 20-year municipal bond index per GASB 75 requirements. 
Other changes include revised rates based on actual data and projected trend and updated 
projected healthcare trend rates to follow the Getzen model. 


Changes in Benefit Terms 


June 30, 2021: None 
June 30, 2020: None 
June 30, 2019: None 
June 30, 2018: Medical plans moved from Cigna to Allegiance as of January 1, 2016, the State 
implemented reference-based pricing hospital contracts effective July 1, 2016 and pharmacy 


moved from URx to Navitus as of January 1, 2017. The State implemented an Employer Group 
Waiver Program for Medicare retirees effective January 1, 2017. 


In accordance with GASB 75, the following information is presented to reflect the funding progress of the 
Other Postemployment Benefits Plans for MUS plan. 


Total OPEB Liability and Related Ratios 
Last 10 Fiscal Years 
(in thousands) 


Total 
OPEB 
Liability 2021 2020 2019 2018 
Service cost $ 1,412 $ 1,736 $ 1,952 ¢ 1,954 
Interest TTT 1,130 1,495 1,410 
Difference between expected and (17,388) (15,015) — (1,323) 


actual experience 


Changes of assumptions or other 45,674 (1,791) 1,351 (182) 
inputs 
Benefit payments (13) 1,441 (888) (679) 
Net change in Total OPEB 30,462 (12,499) 3,910 
Total OPEB Liability - 26,849 39,348 35,438 34,258 
Beginning 
Total OPEB Liability - Ending 
$ 57,311 $ 26,849 $ 39,348 $ 35,438 
State and discretely presented 
component units’ proportion of the 
collective Total OPEB Liability 
95.18 % 94.92 % 95.59 % 95.62 % 
Covered employee payroll ” $ 415,074 $ 418,193 $ 451,613 $ 434,243 
Total OPEB Liability as a 
percentage of covered employee 13.81 % 6.42 % 9.11 % 8.53 % 


payroll 


) Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 
®) Amount reported is for the whole MUS plan for 2018 and 2019. Community Colleges were included due to lack of ability to separate covered 
employee payroll for those years. 


Note to Schedule: No assets are accumulated in a trust that meets the criteria of GASB 75. 
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A-186 


Factors that significantly affect trends in the amounts reported: 


Changes in Actuarial Assumptions and Methods 


June 30, 2021: Changes in assumptions for 2021 were due to no retiree contribution increase 
and a decrease in the discount rate from 2.75% to 2.23%. 


June 30, 2020: Changes in actuarial assumptions include a participation rate reduction from 55% 
to 40% based on recent experience study, a revision to rates per the Retirement System pension 
valuations as of July 1, 2019, and the interest/discount rate was based on the average of multiple 
March 31, 2020 municipal bond rate sources. 


June 30, 2019: Changes in actuarial assumptions include interest rate based upon March 31, 
2019, 20-year municipal bond index per GASB 75 requirements. 


June 30, 2018: Changes in actuarial methods include adjustments to the amortization period and 
actuarial cost method to conform with GASB 75 requirements. Changes in actuarial assumptions 
include revised rates per the retirement system pension valuations as of July 1, 2017 and interest 
rate based upon the March 31, 2018, 20-year municipal bond index per GASB 75 requirements, 
lapse rates were removed to reflect a return to standard retiree contribution levels, added 
employees covered by the MUS-RP, changes in revised rates based on actual data and projected 
trend and updated projected healthcare trend rates to follow the Getzen model. 


Changes of Benefit Terms 


June 30, 2021: Carrier options reduced to one. 


June 30, 2020: Changes in benefit terms include increased annual deductible and out-of-pocket 
maximums. 


June 30, 2019: None 


June 30, 2018: Increased deductible, increased out-of-pocket limits for Medica and RX, increased 
visit copays, pharmacy moved from URx to Navitus as of July 1, 2017, employer group waiver 
program for Medicare retirees became effective July 1, 2017, adopted combined annual visit max 
of 30 for multiple therapy services and massage therapy moved into rehabilitation benefit. 


REQUIRED SUPPLEMENTARY INFORMATION 
NOTE RSI - 4. RISK MANAGEMENT TREND INFORMATION 


The following tables present risk management trend information for the Hail Insurance Fund and the MUS 
Group Benefits Fund. The Hail Insurance Fund pays claims within a calendar year cycle that parallels the 
growing season from spring planting to fall harvesting; therefore, it has no development cycle. The MUS 
Group Benefits Fund has a three to five-year development cycle. 


The tables illustrate how the earned revenues (net of reinsurance) of the funds and their investment 
income compare to related costs of loss (net of loss assumed by reinsurers) and other expenses 
assumed by the funds as of the end of the fiscal year (in thousands). Section 3 shows the funds’ incurred 
claims and allocated claim adjustment expense (both paid and accrued) as originally reported at the end 
of the first year in which the event that triggered coverage under the contract occurred. Section 4 shows 
the cumulative amounts paid as of the end of successive years for each policy year. Section 6 shows how 
each policy year's incurred claims increased or decreased as of the end of successive years. This annual 
re-estimation results from new information received on known claims, reevaluation of existing information 
on known claims, as well as emergence of new claims not previously known. Section 7 compares the 
latest re-estimated incurred claims amount to the amount originally established (Section 3) and shows 
whether this latest estimate of claims cost is greater or less than originally thought. As data for individual 
policy years mature, the correlation between original estimates and re-estimated amounts is commonly 
used to evaluate the accuracy of incurred claims currently recognized in less mature policy years. This 
table will be revised as data for successive policy years develops. 


A-187 


A-188 


809'7 


1G8°¢ 


809'7 


g0¢'2 


ve0'L 


ve0'L 


2102 


$ 1222 


$ 18s'L 


$ 1222 
$ zgc'¢ 


LOL'Z 


$ LOLZ 


£102 


$ LES‘eL 


$ G8z'eL 


$ LIS'eL 
$ €eO'L 


620'8 


$ 620'8 


vL0z 


$ 099'9 


$ €r9'9 


$ 099'9 
$ yell 


092'9 
6102 
$ 60€'8 


S102 


$ He 


$ 681 


$ He 
$ veP 


O0L'L 
9re'9 
$ 9br'L 


9102 


$ — $ — : $ 
$ 618 $ O¢b $ tcp $ 
= $= = $ 
$ LIB $ 8 $ SOV $ 
$ 618 $ O¢l $ tcp $ 
$ GSP $ 8b $ cl $ 
ZvL't $90'| LEz'l 
LLL'y gGz'¢ g09°¢ 
$ gles 6©$ «(Oy 6 6$ «(esp S$ 
L102 8102 6102 


UOHeWJOJU] JUsWdOJaAeq SWIE|D 
weboijg aoueJNSU] [12H eUe}UOWW JO 22} 


€62 


c8L 


€62 
vse 


Leg 
OLL'E 
LoZ'€ 


0202 


$ 02g 


$ bbb 


$ 02S 
$ 6G€ 


(v0r) 
062% 
$ 9r8'L 


L202 


$ Jeak Koljod jo pua 
Wo. Sasuadxa pue Sasso] paiinoul 
you payewse ul (aseai9ap) aseesouy “2 


Jaye] sue SUN 

Jaye] sueah JYyBI9 

Jaye] sueaX Uses 

Jaye] sueaA XIS 

Jaye] sieoh 9Al4 

Jaye] sueaA uno 

Jaye] suea BadyL 

Jaye] sueak OM. 

Jaye] 1eaf 8uC 

$ Jeaf Aaljod jo pug 


sasuedxe 
pue Sasso] panoul Jau payewijsa-ay “9 


¢ sasuadxa 
pue sasso| paped payeuiiysa-ay *s 


Jaye] sJe9aA SUN 

Jaye} sveak yy6i9 

Jaye] sieah uaAaS 

Jaye] SJe9A XIS 

Jaye] SIe9A OAl4 

Jaye] sueaf no4 

J9}e| SJe9A BOY 

Jaye] SIe9A OM 

Jaye] seak 9uQ 

$ Jeaf Aoijod Jo pug 
:JO se (aAHejnwnd) pied aN “p 


Jeaf yuapiooe 
$ Jo pus sasuadxa pue sassoj payewijsy “¢ 


$ peaysono 
Bulpnjoul sesuadxe payesojjeun ‘Z 


pauses Jan 
peped 


¢ peuey 
@NusAel JUBWSAAU! PUe SLUNIWAld “| 


A-189 


(2g¢'L) 


71679 
72679 
71679 
71679 
71679 
71679 
71679 
896'79 


9rr'e9 
Lee'r9 


Lee'9 


€90'7 


LL6°S2 
Z102 


$ (Zog'l) 


20°89 
20°89 
20°89 
20°89 
20°89 
20°89 
20°89 


6YE'89 
$ Sze'69 


$ Gze'69 


$ 8e6e 


$ gog‘oL 
£102 


$ (008'2) 


A 


90°69 
90°69 
90°69 
90°69 
90°69 
0°69 
€0°69 
LLE'€9 


L18'bL 


181'b 


162'6L 
vlL02 


$ 


Le6'L 


€82'68 
€82'68 
12268 
79268 
19268 
€v6'88 
88e'6L 


€S€'18 


8961'S 


79208 
S102 


$ (ZbL't) 


12198 
8€0'98 
200°98 
68°G8 


Srl '98 
$ €€2'l8 


12198 
8¢0'98 
200'98 
768'S8 
962'G8 
$ 00r'9L 


$ €€2'Z8 


$ 621'S 


$ L62'r8 
9102 


$ (€90'L) 


HA 


Ovl'r8 
8eL'b8 
622'b8 
GS'r8 
L09'S2 


208°S8 


961'S 


€69°001 
LL02 


UO!EWJOJU] JUBWOJaAaq SWIe|D 


$ (S92'1) 


$ 


L9L'68 
Ovl'68 
0S0°68 
€6¢'08 


Zev'06 


LLL'S 
69¢'66 
8102 


$ (Ov6'L) 


A 


esy'l6 
820'€6 
26¢'€6 


esr'l6 
90¢'L6 
LL2'28 


26€'€6 


0SL'S 


$8886 
6102 


$ (26g) 


0¢2'S6 
$ 97e'96 


g99'¢6 
$ g6e'es 


$ 92¢'96 


$ 1697 


$ 669'86 
0202 


$ 


$ 


PG FA 


SWIP]D XY ‘UOISIA ‘JeJUaQ ‘JedIPa|y — W9a}SKg AjISUaAIUT PUR}UOW 


2601 


€9¢'€6 


26'€01 


LL9'V 
0S1'S6 
L202 


$ 


$ 


sea Aoijod jo pua 
Wo.y Sasuadxa pue Sasso] palinoul 
you payewisea ul (aseai9ap) aseasouy “7 
Jaye] sueaA SUN 
Jaye] sueah yy6I9 
Jaye] sueaX UdABS 
Jaye] sJe9A XIS 
Jaye] sue9h aAl4 
Jaye] sueaA uno 
J9}e| Sie9A Boy 
Jaye] SJeOA OM 
Jaye] seak 9uQ 
Jeaf food jo pug 
:asuedxe pue 
SOSSO| PALINOU! JOU Pa}eW}se-ay “9 


sasuedxa 
pue sasso] papad payewjsa-ay “¢ 


J9}2| SIB9A SUIN 
Jaye] sueaf yBIg 
J9}e| S1e9A UBASS 
Jaye] sue9ah XIS 
Jaye] Sieh OAl4 
1942] Sue9A INO4 
Jaye] sueah sJyL 
Jaye] sue9h OML 
Jaye] Jef aUD 
Jeaf Aaijod Jo pu 
:JO se (@AI}e;NWND) pled JON ‘7 


Jeak yuapiooe 
JO pus sasuadxa pue sassoj payewijsy “¢ 


peaysono 
Bulpnjoul sesuadxe payesojjeun ‘Z 


anusay JUSW}SAAU! pUe SWINIWAd *| 


A-190 


*‘ajnpayds siyj Jo Wed jeasaqul ue aie sa}oU SulAUedwodse ay 


999‘€E0‘0TS 609‘8Z9‘ES uaJpiyD pue ‘sjueju] ‘UBaWO/M JO} WeIZOJg UOIINN jeyUawalddns jeiedsaIM = LZSS'OT 
SOT‘OvZ'TS uapylyD pue ‘sjueju] ‘UsWOM JO} WeISOJg UONJINN [eyUaWajddns jeI9ads JIM-6T-GIAOD LSS'OT 
TOS‘vTS‘Z7$ S}joueg Pood 1 GJ WWapued-E6T-CIAOD = cvs'OT 
66S‘6ZTS ques uoljeAouU ASojOUYIE]-UOIWIINN Ply  TrS'OT 
Z09‘vTS squeid Bululed| ddOVD 9ES'OT 
O9Z'SS TLOVOOD TETVET AlSuanlUn aje}s UOJSUIYSe/M 
€T6‘87S €-96ZZ9000) ‘lnossi|A| JO AysuaAlun 
(096'sS) 8-T8E6S0009 NossI JO Ayssanlun 
OT6'?S 690S-€860-00V Allsuanlun a}eys sesuey 
LLO‘ES GLOS-E860-00V AtISJanlUf a}e3S Sesuey 
T7S‘8ZSS OvT‘TSS BIAS UOISUG}XJ BAI}LJIAdOOD = 0S 0T 
6/8‘T90‘TS uoljoadsu| AsqjNog pue Jea|/| 9}e}Se4}U| 10} $9Ie1S YUM SJUaWBaIBY aAI}eEJadOOD = G/ VOT 
67S‘7S sJUBJ UO!elpa| 9121S §=SE VOT 
(Z08‘vESs) SJUeID UOIeAJaSAJg BUISNOH jeuny = EEV'OT 
v96‘VTS 898788-S98T GV oyep] 40 Ajisuaniun 
€80'pS (IM4V) PAREN] YJeasay Pood pue sinynIW3y = OTEOT 
vS7S LvVOT9EOTS AsojOUUIa azelIdosddy 404 Ja}UaD JeEUOIIeEN 

WeIZ01d UOIOWOJd POO [2907 pue Jaye] SWaWIe4 = S/T'OT 
SOL‘Ev6'TS 796°LS0S [Iq Wey - WeIZOId JULI YDO|g dog AyeIads OLT'OT 
80€‘76S UO!JOW Od PU UO!IDI}O1d JOHIeI = ENT OT 
6€8'SZS uonezipsepuejs pue Bulpei5 uoljdadsu; ~= ZT OT 
TLL‘0¢S WeIZOjJd JUBWAACIAW] BUlJayxJeEY 9}e}S-|e4aP24 OST 'OT 
8Z0‘€0TS WesBO1d BAl}UBIU] JeYUGeH pue ssadd¥y Jqndg AyejuNjOA ~— EGO'OT 
985‘690‘TS aed [ewIUY pue ‘]O1]U0D seq ‘aseasiq jewiuy pue Ue|q  GZO'OT 
ZO08‘TTS T9-TZOC-VS uolyepuNno4 UOlsus}X9a 
T89‘8TS yojeasay paddy pue siseg ydseasay jeinynausy  TOO'OT 

JYNLINIWOV 40 LNAWLYVd4id 
8Lb‘€0S‘v$ IWLOL JDIAYUAS ALINNININOD 8 IVNOILLVN YO4 NOILVYOdYOD 
8Lb‘€0S‘tS WLOL 
LS8‘6S Woddns Juawynsi9ay VISIA Sdiojueawy 70°76 
STv‘T9SS BIBWY OF BIIAJBS Ul SJBejUN|OA =ETO'VE 
€99‘/VTS aouejsissy jeduYyIa] pue Sulules] 600'V6 
€88°99S'ES O6L'TTE‘ES sdioquawy 900'76 
099‘ZTZS SUOISSIUIWUOD 2321S £0076 
ADIAYAS ALINNINIAIOD °3 TWNOILVN YO4 NOILWYOdYOD 

sainyipuadxy sjuaidisaiqns 0} JunowY 


TZ0Z ‘O€ aunf papug sea, Jersly ay} 404 
spuemy |esapaj Jo Sasnyipuadxy jo ajnpayos 
PULJUO|A] JO 3321S 


A-191 


Levys Levys UdJP|IYD 404 WesdOId HII Je1I9adS = 9SS"OT 
60T‘ZTO'LS 6T0‘9€8‘9S weJ3OJg youn] ooYyIs jeUOHeN SSS'OT 
795'62S'TS O€S‘8rr‘TS WeISOJd Sepyeasg |OOYIS EGG'OT 
4a}sn[D UONsINN PIIYD 

T80‘80€‘69S IWLOL 

vVI6‘ELS sues JOfe\-UON snoaue|jaosii| = XXN'OT 
6S9‘80TS WeIZ0jJd JUBWASe UOIJEAJBSUOD [eINYNIBy  TE6'OT 
699‘80TS WeiZ01d diyspsemays UOIWeAJaSUOD = HZGOT. 
vS9‘69S WeIZO1d SAAIJUBIU| AeNH jeyUaWUOIIAUA = ZT 6 ‘OT 
90S‘ETES ZOL‘Z9S UOI}eAJASUOD Ja}e/ Pue los  7O6'OT 
68T‘6ZS sjuawaaisy diysuauyed 669°0T 
LZSO‘ITS QIUCYSISSY Jd aAesadoo7) Ajjsai04 DEAL 7B 9JLIS 869'0T 
€S6'Z6TS €S6'Z61S wes3O1g UO!JONpay Jang snopsezeH AsjsaJO4 aed 7B A}eIS  L69°OT 
GT8‘Z9ES Awoy ny JOqysiaN POOD = T690T 
6S2‘8ZS (d4D) Wes8o1dg UOIJEAJaSUOD adeds UddO pue Jsas04 AUNWUWOD = § 89 0T. 
vrE'es sweisoid Asjsaso4 |euONeUsa}U] = 789" OT 
vES TZOZIM = 89UeI||V diyspsemays ssausap|iM |EuoIeN 

v6E'VLS 006‘StS UO1}D9}OJd YICBH JSB404 ~=—O89'OT 
vL7s weidOld diyspiemays s2404 = 89°OT 
LSS‘TIZ'ES weisZ0jq Aveda] 1Ss8104 9/9'0T 
9EZ‘67S BUR\sISSY UO!EZI[II POOM  vL9'OT 
€v8'TZS 6ZS-8T0@ Aqunoz unjeyje5 

QvE‘7ZS 8ZS-8T0@ Aqunop unjeyjey 

788'L69'VS ZEN TLCS aouejsissy Aljsaio4 aAijesadooD = 799 0T 
ELE‘ZS GCL-99VZETTT-SO-8T 9 Je}UaD Sulules) ssausaplI JEUOIEN Weysed snyy 

ELT‘88ES yoseasay Aljsajoj = 7S9'0T 
Z6L‘OTS‘TS ELO'9@H'TS WesB01d aqejeda, pue yns4 ysesj — 7BS"OT 
7109S (SOM) seqeIs OL SIUEID JIM = 8ST 
002‘99S WeIZOjJd UOIINN JaXIeW] Ss9WIeY JOIUaS ~=9ZS'OT 
€69‘68S G80‘SES WesIBO1d JULID JOOYIS OJ WUe4 = G/S'OT 
LOV‘9EES Squeld UONINN weal 7Z£S'OT 
80Z‘0vS (dNIW4) Wessoig UOIIINN JAE SYaUe4 DIM, = ZLS"OT 
OTy' POTS 878'L96'TS suoljeAJasay UeIPU] UO WeisOJg UOIINIIsSIq POO4 ~=©Z9G'0T 
OLO‘SLZ'TS UOHINN PI!YD 404 sasuadxq aanessiulpy a3e31g ~—09G'OT 
6vT‘SZ9'LS WesTOJd POO4 a4eD YNpy pue piiyD  s8SS'OT 
LS9'891$ WeIFOd POOJ a1) YNpPy pue PIlyD-6T-CIAOD 8SS'0T 


saunyipuadx 


squaidioaiqns 0} JuUnNOWY 


‘ajnpaypds siyj Jo Wed jessaqul ue aie sa}ou SulAUedwodse ay 


TZ0Z ‘O€ uns papug sea, jeosi4 ay} 104 
spiemy [e1apa, jo saunyipuadx] jo ajnpayrs 
UE UOI| JO 2321S 


A-192 


€6€‘600‘SS 


S86‘r8b‘EsS 
6EV‘Z80'ES 
vSC'8TES 
767'V8S 


80v‘vzs‘TS 
T90‘ES 
LCT'V8s 
LEC‘8L8S 
ELO‘SZTS 
819‘77Z$ 


7SE'TOTS 


6v0‘208‘r0t$ 


v9S‘60v‘Evz$ 


O€9‘9EL‘ETS 
7Tv‘SSTs 
77S‘LTS‘672S 


Ozv‘00z‘ZTS 
Ozv‘00Z‘2TS 


€68‘E19'9S 
ELL'9LV'VS 
ZEO'T8S 

880'980‘CS 


T60‘02‘ELS 


768'099$ 
680°EE€0'SES 


000‘000‘6zS 
sainypuadxy 


TWLOL JDYININOD AO LNINLYVdIa 


WLOL 


oov‘Ees 


WLOL 


SEL‘LES 


TWLOL JUNLINIIAOV JO LNINLYVdIaG 


WLOL 
090‘882$ 
WLOL 
OVT‘Z6T‘2TS 
WLOL 
TTL'V6ES 
986'7SS 
6S7'987$ 
WLOL 
9LS5‘69$ 
STE‘EVO'VES 
000‘000‘62$ 


squaidigaiqns 0} yunowYy 


*‘ajnpayps siy} Jo Wed jeisaqul ue aie sayou SulAuedwosse ay 


GOOEL-62-SO aaue {sissy JUaWIsnipy N1W0U0DF = ZOE TT 
GvPZ0-6T-SO aaue\sissy JUaWsnipy N1W0U0DF = ZOE TT 
aouejsissy JUaWIsN[py WWOU0DZ = OTT 


4ajsnjj Juawidojanag 2]1WI0U027 


uolsua}xq Sunjoeynueyy] UOs3IC0 
quawdojanag Asojouyra | Wemey 


diyssauyeg uolsuayxy Bulnjoeynuey| TI9LT 
diyssauyeg uolsuayxy BulInjoeynueV| - GT-GIAOD TT9'IT 
Z6pL Bulsespeosg dIGQNg 404 UOeJOdJOD 
uoljoNJysUOD pue SulUUe|, SAlIoe4 SUOMeENUNWWODeIa] IGNd OSG'TT 
aoueysissy [eIUYII! JUaWIdOJaAaq 2!WOU0IR = EOE TT 
JDYFININOD 40 LNAINLYVd3d 
WeIZO1g BDULISISSY UO!INN [eyUawWajddns ay3 oJ sjuesD Bulydie| PAessiulWpy aes T9S'OT 
WesSO1g BDUeISISSY UO!NJINN [eyUawWajddns ayi 40} sjueID Bulyoze|| PANess|ulWpY 231e1S- GT-GIAOD 19S'OT 
WeIZO0jJd BDUeISISSY UONINN jeyUawWalddns  TSS'OT 
4a3sn|} dVNS 
$a}e}S 0} S}JUBID - speoy pue sjooyss = G99 0T 


(Saljpowwo poo) weis0/d adue\sissy poo, AduasuaWy 


4a}SN[} SPNOY PUD SJOOYIS AIIAIIS JSAIOY 


69S°0T 


(sJSOD aAl}e43s|UlWpY) Weid01g aueysIssy poo AduaBJaW-6T-GIAOD 89S°0T 


WeJSOJd pool jeyUaWajddns Aypowwoy S9G°0T 


4ajSn[> UOINGIAISIG POOF 


Aupigeeny paywiy sques5 Aseuolasosiq UONINN pilyd  6ZS°OT 


UdIP|IYD JOf WeITOIg BdIAJaS poo4 JawWWNS  6SS°0T 


UAIPIIYD JOJ WeIBOJd BIIAJBS POO{ JAWWNS - GT-GIAOD 6SS'0T 


TZ0Z ‘OE auNf papug sea, Jeosl4 ay} 404 
spaemy eJapa jo sainjipuadx] jo ajnpayos 
Ue UO JO 3}e1S 


A-193 


*ajnpayps siy} Jo Wed jeisaqul ue aie sayou SulAuedwiosse ay 


v78'6vZs ply JEuolynyysu| UOHWeONpF 4aysIH = TEO'VB 
879‘L7S vL6'vs sweJs0Jg adensue] uslasO4 pue saipnys jeuoleusaqu] alenpesssapuN = 9TO'78 
6vZ‘LO7S YyINO, pue UaJP|IUD JUaNbuljaq pue pa}Ia/BaN 10} WesZ0Ig ADuasy aje1S| afl  ETO'V8 
6SE‘V6r'TS GTE‘STE'TS WesIZO1g JULI ajeYS UO!JEINpA yUeIZIY ~TTO'V8 
OTL‘0@8‘L7$ S6S‘70S‘9tS sajuasy |euoeonpg je907 0} SJUeIO | A411 OTO'v8 
87T‘9EV'TS 6E9'VTT'TS saje}s 0} sjueID Jiseg - uoJeONpAYNpy 7008 
NOILVING3 JO LNAWLYVd3id 
860‘6T6‘ttv$ IVLOL ISNIIIG JO LNINLYVdIG 
860‘6T6‘ttv$ WLOL 
Lv8‘0vs d6LT-TZ UOISSILIWOD SalJaysij BULLE! $2}€}S Dyl9ed 
ZIT‘VEE'TS dSOT-0Z UO!SSIWIWOD saljaysij PULe|\| $9ze3S IIj!9ed 
9EL‘8SSS d6ZT-TZ UOISSIWIWOD SalJaysij BULLE! $23€}S DyI9ed 
G89‘ZLTS dvvT-0Z UOlssiWWOD saljaysij aULe|| $aze}5 Ij 
T8€‘977S Lv6‘SS SJues5 JO[e|-UON snoauelaosi\| = XXN'ZT 
LS9‘SS weI3O1d SJUeID JaqAQuey = E06"ZT 
LSS‘9ES uoleisossy Juapnys Asojouyse | 
LOT‘ECS OTO-TZ8-TZ# uonelsossy siaysea| BdUAa!IS |eEUONeEN 
SulJaaulsuq pue adualds Ul YQeasay padueApy pue ‘paddy ‘siseq OE€9'ZT 
979‘869S WeISOJd JULI SsaYyDea] OFSdOOJ, = OZ9'ZT 
8L0‘L6v$ LOd-ZS0-D11-9T-LINA-TO8TODd = “9U| ‘UO!JeINpJ jeuo!jeUsJazU] JO 93NUIsSU] 
680‘SZTS €Od-ZS0-D11-9T-LINN-TO8TOOd == *9U ‘UOIeONpy [euo!JeUJa}U] JO 94NIN}sSU| 
VZE‘BEL'DS GOd-ZS0-D11-9T-LINN-TO8TOd = *9u] ‘UOIJeONp® jeuO!eUsa}U] JO 34N{NISU| 
Jajua Bululesj adensue] 6/S'7T 
8ST‘Z9L'tS WeIZOJd FDNaIJEYD psend jeuonen vOv'2T 
709‘€06'EZS syoafoid (P30) a2ueUa}UIeE|] pue SUO!}eJadO AveUI Pyeng euonenN  TOv'2T 
G67‘TS9'9S pseny jeuonen ‘uolonsjsuoD Aen §=O0v'ZT 
(s9€‘SS) VOd-TS0-O9Dd-9T-LINN-TO8TODd = *9U| ‘UOIJeONpPJ [euO!eUsa}U] JO a4NIN}sSU| 
T6T‘86$ 90d-TS0-O9d-9T-LINN-TO8TODd DU] ‘UolZeoNpy jeuo!euUsa}U] JO aNj}SU| 
sues Bulules] ainynD pue agen8ue]D1OYN LSE'ZT 
vI6‘cs Saxe] a}e}sq |eay Jo nal] ul sayeys OF sjuaWAeg TTT 
LSZ‘OEES sajeys 0} aduejsissy Suluue|q OLT'ZT 
LSv‘98ES suoljzeyjeysuy Aveqyi|A] UO SaduNosay jesnjeN JO UONeWIqeyay pue uoIJeAJaSUOD = SO0ZT. 
TOov’ss 7ZET-7-6T-O08tdS UolJeJOdIOD JUBWdoOjaAaq D!WoU0DI Ays BIg 
695'89S 7ZO7-Z-07Z-008tdS UO!}eJOd405D JUaUdOjanag JIWOU0DJ AS BIg 
SUWJI4 SSAUISNG JO4 BDUeIsISsY [ENUYII] JUBWAINIOJd ZOO'?CT 
3SN343d JO LNIWLYVdid 
sainypuadxy s}ualdigaiqns 0} yunNowYy 


TZ0Z ‘OE auNf papug sea, Jeosl4 ay} 404 
spaemy eJapa jo sainjipuadx] jo ajnpayos 
Ue UO JO 3}e1S 


A-194 


66S‘79S‘STTS 
O€7Z‘Z6S 
Tzv‘9s 
9ET‘TEE‘SS 
TLL'96ES 
OLO‘E9TS 


LSv‘S7@vs 
TOT'TTES 
Lvc‘@7Z0'?Ts 
€€7'690'VS 
9EV‘88S'6S 
9EC‘ELES 
TTv‘OZ6$ 
vOL'TVO'vS 
8SL'ETS 
687°LSS 
0Z6‘SETS 
€99'86S 
9€9‘ST9S 
L78°ES 
S8V‘Ss 
6SS°LS 
LLC‘OVTS 
8Z0‘SOTS 
EvT‘0ZS 


LET‘E9N'SS 
787'9L7S 
LCT‘SSES 
OZE‘E96S 
SST‘LOE‘TS 
TvsS‘0S7$ 
887'6SS 
S87'vL7'6S 
8T8‘8T9'SS 


IWLOL 


GET‘6ST‘SS 
TLL‘96ES 
788'68S 
vOS'vS9'TTS 
6TV'VIL‘'6S 
8Ec‘LOES 


7S7‘0E6S 
7SL'VV6'TS 


v60‘9STS 


€66'62T'SS 
ELE‘L77S 


000‘06$ 
796‘09€S 


887'6SS 


6S‘SLL'ES 


‘a[npayps siy} Jo Wed jessaqzul ue aie sajyou SulAuedwiosse ay 


sues JOfe/|-UON snoaueljaosi/\ 
PUl|g 2Yi JO} BSNOY BuljUIg UBNIIWY 
WeJjZ0Jg JUBWYIIJU J]Wapedy pue Woddns juapnys 
s]UeID JUdWdOjaAag |OOYISaJdq 
YLOOT uonepunoy uoljednpy pue yeasay anijen UeIJIWY YON 
(pun (€1) UoIZeAOUY| Ul SUlYSaAU| AjJaWIOJ) YQIeaS|aY PUe UO!}eEAOUU| UOIeEINpY 
$]UBID JUBWAaAOJW] |OOYIS 
suaysAs e}eq JEUIPNYSUOT apimayeys 
quawdojanag Adesaq1] aAIsuayasdwoD 
SAIMAIDV palejay pue s}UaLUssassy a}e1S JO} SJUCID 
sJUeID a}e}S UOIINAJsU| BAIIIA4JW Buloddns 
sjuel5 aj}e}S5 uOIsinboy asensue7 ysijsuy 
uoljeonpy jeiny 
sweijs0Jg ajenpesssapus 10} ssauipeay pue ssauaiemy Ajsieq Sululey 
O6T-O020C = A9}U9_D JEUOHEN J9]/9> U2}9H 
QTT-TZOC = A84U9D JEUO!IEN J9]/9>] U9}9H 


SalUIGesiq YUM UaJp|IYD 4104 SyNnsay pue sad|AJas aAOJdUW] 0} UONeUlWassiq pue adUe\sIssy |eNUYIa| UO!eONpy jel9ads 
SAU |IGesiq YM UdJp|IUD JO} SyNSay pue sadIAJas aAOJdW] 0} JUaWdOJaA|q jaUUOSJad - UO!JeINpy jelvads 


juawdojavaq JPUUOSIJ9d 9}e4S - UOHJEINPA jeloads 
TOO-8TVT9O-SLNVYD-G4 a8ajjoD AyunwWoD x9aq YOY 
STOOETEEEZS a8a]|OD AyUNWIWOD 499d WO4 
Q9ZOO9TEGEZS §=aBAI]OD AyUNWIWOD Jajxde/g 
POTS-T98E-ZHOLIL adaljop AyUNWWOD Jaayyse/g 
LOTS-T-98€-ZHOLIL adaljoD AyuNWWoD JaayyIeI/g 
60008TA66ZS a3ajOD epoyeNn yiuey 

UaJp|IyD UeIPU| JO} SWeIZOId |el9ads -- UOI}eEONpy uelpu] 

s4a}UaD Suluseay] AyunwWwoz Ainjuaz ysul4-AjUaM 

YINOA pue UdJP]IYD ssajawWOH JOJ UOIWeONpy 


SAINIGESIG JULIIJUBIS ISO] BY} YUM S|ENPIAIPU] JO} SBdIAJaS JUaWAO|dWy payoddns 


SalPAY jeuoneN Ajayes |OOYIS 
saliue4 pue sjueju] JO} S}UeID-UO!}edNpy jei9ads 


puljg Qe OUM SIENPIAIPU] Jap|O 4104 Sad|Adas BUIAI] JUapUadapU| Sad|AJas UONeWIGeyay 


WesSO1g UO!JEUIPJOOD UO!}eEINpy JUeISII 
SO}EYS 0} SJUCID UOIJEW|IGeYay |EUOIJEIOA SadIAJas UONeWMIqeyay 
$a}e}S 0} S}ULID dIseg -- UO!}eEONpy jedUYyIa] pue JaaieD 


XXN'78 
86678 
vers 
6Tr' vs 


TTvV'v8 
LLEVS 
CLE V8 
TLE'V8 
69878 
LIEV 
S9E'78 
8SE° 78 
VEE VS 


9CE VS 
SCEV8 
ECE V8 


667 78 
L87 V8 
96T V8 
L8T'V8 
vst vs 
T8178 
LLT'V8 
vet vs 
9CT V8 
870'V8 


sainypuadxy 


sjuaidiaiqns 0} JunowYy 


TZ0Z ‘O€ auns papug JeaA Jeos!l4 ay} 404 
spaemy [e4apa4 JO Saunyipuadx] jo ajnpayas 
Ue UO] JO 3315 


A-195 


*ajnpayps siy} yo Wed jesZajUl Ue ase Sa}OU SulAUedwWoOdIe aYyL 


8VL'SS OT9800043 YeIN jo A3e1S 
spaloid jelsads wess0ig ASJaUz 81e1S ~= GT TTS 
Gsv'ts vL0Z000-VO4-JOG = Saiz uea|D YyeIN 
juawdojanaq pue yojeosoy UO!}EAIJBSUO) 980 T8 
LOE ‘vrr‘es 978'9Tb'7S SUOSJAd BLUOIU]-MOT JO} BdURJSISSY UOH}JEZAYIeEaM == Z/O'TS 
8TL‘SLES wesdojg AZ4aUz 83€3$ += TyO'TS 
ADYANA JO LNAINLYVd3d 
ZOv‘8T0'09$ TWLOL NOILVINGI JO LNIWLYVdIa 
S8T‘€0v'SS IWLOL 
LOT‘OL8‘TS punog piemdn OL  Lv0'”8 
7ST‘GEE'TS 9€6'8S yoseas quzjel OWL = vv0'v8 
998‘Z6T'@S SadIAJas Woddns juapnys Ol!  70'78 
4a3sn|9 O1UL 
v9S‘VLE'VOTS IWLOL 
“wees tst—CS (squeId HOVWIL) SJUeID UONeINPY JaysiH pue a8ajjO>D JOJ adue}sissy uOHeONpy Jayoea| GLE'V8 
909‘60E'T VTS sueo] uapnys JaJIq |eape4 89778 
896‘9Z0'9ES WeISO1d JUIN |[ad |e4ape4  €90'78 
€S6‘8L9'E7S SsuO!}NgI4jUOD jeydes |e4opod - WeIZOld UeO7T SUDjJ8d |eEJOpo4 8E0' V8 
8LO‘VEO'TS wesdo1g Apnys-yJom jesapej = E€0'78 
LS0‘6TL'TS sjuel Ayunyioddo jeuoiesnpy jequawajddns |jesapa4 O08 
000‘2$ squedd Ayunyioddg jeuoljeonpy jequatwajddns jesepej-6T-GIAOD  LO00'”8 
4a}SN[J IIUD)SISSY [OIDUDUIY JUQPNIS 
659‘EST‘OVS IWLOL 
TOL‘68T'TS G8L‘98T ‘TS sjueld OoYIsSaig UO!JeINpy eiveds = EZTV 
868'€96'8ES T9L‘E99‘SES $9}e}S 0} SJueID uoHjeonpy jeieds Z0'v8 
(vidi) 4a3snjj uo}nanpq joloads 
vG6E'Z7S‘V6S IWLOL 
; weJs3o1d (SNVI VSUYD) S}OOYIS IINGNd : 
vee eT$ -UON JO} BDU SISSY Aduassawy —-T7Z0Z2 ov suoljeldouddy jequawajddns jaljay pue asuodsay SNJIACEUODIOZ - 6T-GIAOD uScr'vs 
9S0‘TO8S (diS) Wesso1g Suo!{Ny!\su] SulUsaYy}BUIIIS 4Y4FH - 6T-GIAOD WSZr'v8 
87Z9'SES (SIS) SuoNyYsU] BUIAJeS AWJOUIIA| 4NISH - 6T-CIAOD = 1S7v'v8 
69S‘ TLv0vS UOIOd |EUOIINUISU] 4HFIH - GT-GIAOD J4SZv'7s8 
62S‘ TV9‘LTS UOl}Od ply JUapNys (4Y343H) puny jaljay AduasJawy UoIeNp JAUYSIH - 6T-GIAOD JSZr'7s 
QOT‘LTZ‘L7$ €7ZT‘G08‘97S pun  (Y¥3SSJ) Jaljey Aoua84sawy jooYsS Asepuodas pue Ajequawalq - 6T-GIAOD S7zv'7s8 
CTT'CvE'ss 6SE'68L$ puny (Y349) Jolley Uoeonpy Aduasiawy SJOUJeAOD - GT-GIAOD ISZv'vs8 
pung UO!}DZIjIGo}S UOlZDINPZ 
saunyipuadxy sjuaidisaiqns 0} JunNOowY 


TZ0Z ‘O€ aunf papug sea, jedsl4 ay} 404 
spiemy |eJapa4 jo saunyipuadx] jo ajnpayas 
eUeJUO| JO 33e1S 


A-196 


09S‘8ZTS 
8698S 
o0r‘zs 
v96'VTS 
60L‘T9E'CS 
880'68S 
S6EEEE'TS 
6S6'0S7$ 
8ZE‘0S7S 
S9L‘LSL'7S 


6T0‘LOTS 


999'Sv7S 
ETS‘TETS 
EES‘ELSS 
€68'7L2'SS 
S@Z‘9TS 


7SE‘S66S 
OLT‘8SES 
9S8°T6T$ 
vSv'Ts 

SLE‘6ETS 
7Z6‘00TS 


€v7'6TS 


LOl'v7@s 


6ZL'SST‘bS 


6ZL'SST‘bS 
LSS‘L9$ 
LT6‘S7S 
S06‘S8TS 
7Sv‘6S 
9L9‘E7S 
000‘STS 
sainyipuadxy 


‘a[npayds siy} Jo Wed jesZaqul ue ase sayou SulAuedwosse ay 


SWPIZOJd [OLJUOD SISO|NIJAQN | 104 SJUaWaaIBY BAI}EJadOO0D pue s}UeID Alo 
F-OTZE9VOd = AtssaAluN azeys YeIN 
QLLOEDNZHN = -93NFYsu] YASH sexo] 
62v-OZOZ “DU ‘sAdI0A Ajlwie4 
SWeIZOJd pajepl|OsuoD [eJapaj YyYeaH pjlyD pue jeusaze/\ 
TL9‘0SS Sd9qUa) UO!EINPA YYE9H Cay - 6T-CIAOD 
060‘78$ (JS) sedueqINAsIg JEUOOW  SNOLIaS YUM UdJPIIYD JO} SAIIAJaS YYedH Jequa|| AyuNWWOD anisuayaidwo; 
youeasay UOljes]SIUILUpY 8Niq pue poo4 
Wweijs0Jg UoeINpy Aqjiqisuodsay jeuosad (WV) PV BeD ajqepsojyy 
aouejsissy diysueipseny 
DOU] |IOAINS 
paseg-|OOYIS puke UO!UBASJd GLS/AIH Paseg-|OOYIS YSNOIU} Yea} JUadsajOpy a]OW Old 0} S}JUaWaaISY aAI}eJad00D 
WeiSO0Jg aed ayidsay uedsayiq 


v08‘Z7T$ WeJ8O0Jg BUR\SISSY JUALUI|OJUJ aJesIpay| 
ST6‘EvS asuodsay Aduasiawy pue UyeaH I1|\GQNd je}JUaWUOIAUY 
€6L'66E'7S ssaupasedaig Anuasiawy yyeaH a11qNd 


6LOZ6TE (GGDVN) $10}aIIG aSeasiq NuUOsYD JO UO!}eIDOSsy |eUOIIeEN 
UOIUSASId PUe “|O1JUOD ‘YDIeEaSayY :saseasig WUOJYD 
GL9‘OE6S Hed ‘I ALL ‘Woddns Janisasep Ajwey jeuoijeN 
8S0‘LSES Jed ‘II] AL Woddns saaidaseD Ajiwiey |euoleNn - 6T-dIAOD 
$9}L1S 0} SJUCID UO!}eJJSUOWAQ aseasiq SJBWIIYZ|/V 
syoafoig Ayeuoljas9siq “|| ajuL pue ‘Aj ali ‘Bulsy ay 10} suesBOIg JeIadS - 6T-GIAOD 


LEC‘6ETS SOd|AJBS UONOWOJd YYedH pue UO!UaAald aseasig ‘q Ned ‘|I| [UL ‘Bulsy ayy 10} swessosg jeloads 

61S‘6S S[ENPIAIPU| JaP|O JO} SAd|AJaS UBLUSpNqUO a4eD Wa! SUO7 ‘Z JaydeuD ‘IA AIL ‘Bulsy ayy 10} swesZOIg [el9ads 
; s|enplAlpu| 

00Z‘6TS eee 


Jap|O 404 sad|Adas UBWspnquiC aseD Wa] BU07 ‘Z JaydeuD ‘|| aU ‘Bulsy ay 10} swessoIg [e1I9adS - 6T-GIAOD 
uolyeyWo|dxq pue ‘W9a/3ay ‘asnqy Japlq JO UONUaAaI JO} SWeITOI, ‘E JaIdeYD ‘IIA aL ‘BulSy au} Jo} swieusoig jelvads 


SADIAYAS NVIINH GNV HLIV3H 4O LNAWLYVd3sd 


TWLOL ADYINI JO LNINLYVdIG 


1VLOL 
5990-TZ UOISSIWIWOD salJaYsl4 UJ] $aqeis IyIIed 
D8T-0Z UOISs|WIWOD salJaysi4 aulsey| Saze1S WylIeg 


OTT'E6 


OTT'E6 
LOT'E6 
VOTES 
E0T'E6 
c60°€6 
060°E6 


6L0°E6 


cLO'E6 
TLO'E6 
OLO'E6 
690°€6 


890°E6 
cS0'E6 
cS0'E6 
TSO'E6 
870°E6 
EvO'E6 
cv0'E6 


cv0'E6 


Tv0'E6 


SJUeID JO[e|-UON Snosueljaosi] XXN'TS 


WeIZO1dg UedOJg PUR [IO BUIWEaH 3321S 
ZSEZLS DTT ‘Aqnoas jeuoneN sowely so7 
uolesjsuowag pue JUaWdojanag ‘Yaeasay ASJauq Jeajann 
sjuaidisaiqns 0} unowYy 


TZ0Z ‘O€ auns papug JeaA [eds!4 ay} 404 
spaemy [eJapa4 jo saunjipuadx] jo ajnpayos 
eue}UOW] JO 3321S 


8ET T8 


TCT T8 


A-197 


9L7'E9ES 
ZEB‘9TSS 
(6£2‘v€9S) 
Lve'8v8'SEs 
000‘SZ€'6S 


G6E‘7TE'TS 


8Lv‘L76$ 
ELL‘ZTS 


(069‘v0TS) 
6v7‘9TTS 
006‘ZEr'zTS 
86S‘776'ES 
902¢'8vz$ 
€v9‘0VTS 
866'r00'SS 
L€0‘SS8$ 
7Z9‘80€S$ 
TZE‘LT S$ 
089‘90TS 
7y‘vLo'7S 
T6z‘STS 
8LT‘OStS 
7s 
VIT‘OSTS 
ZL5'%S 
Ove'es 


STS‘T vrs 
888'97'CS 
STE‘6ETS 


STETSTS 
saunyipuadxy 


LS8'9TVS 


Tve‘6ECS 


ZOT‘EV8S 


OZT‘8ZES 
98S‘V66'CS 


S8€‘602'7S 


97Z0'VT8$ 


TSZ‘vOTS 


SEL‘0SLS 


Z09‘L9ES 
990'vLEsS 


squaidigaiqns 0} JunowY 


‘a[npayps siy} Jo yed jeasaqul ue ase sajou SulAuedwodse ay 


Wass adUe|IaAINS 10]9e4 SIYy |eIOIAeYag 
WejSO0Jg BDUeISISSY BDUEINSU| YEAH 3121S 
(974) saseasiq snoiq9aju] Joy Ayoedep Ayojyesoge7 pue Asojoilwapidg 
(914) saseasiq snoisaju] 404 Ayoedey Asojzesoqe] pue Asojoiwapidg - 6T-dIAOD 
yoeasay saiuedsiq yyjeayH pue uyeay AqWoull\ 
(4Hdd) spun y3]2aH II]QNd pue UOIUaAaId 
8T0z Ag Wed ul padueul4-swesJZO01q [01]U0D 099eqO] paseg-aje}s |PUONeEN-UYeaH Pue BUIYOWS JO BIO :8TO7 JHdd 
WejZOld JURID JUBWAAOIdU| |eEUASOH Jeuny |JEWS - 6T-GIAOD 
DSEZLIT oosiouesj ues ‘erusopijes yo Ayisuanluy 
sisAJeuYy FOP JOM YIJe2H JO} JaJUaD |eEUONeN 
weis0Jg UOlUaAedg AdUeUsaJg aBeUaa] 
JO4jUOD pue UOUAAdJ SINIeEdSH |esIA 
sjUaWaaJBy aAl}eJado007 UO!}eZIUNLU | 
sjUaWaa8y aAl}eJado003 UO!}eZIUNWWW| - 6T-GIAOD 
WejSOJd YESH pue Ajajes jeuoedn390Q 
Suluaalos B8ulJeayH UOGmaN |esaAluy 
DOULIIJIUBIS |EUOIJEN PU |PUOIZaY JO S}Ia[OUg SBdIAJVS YYeaH |eJUa|\| Pue asnqy aoueIsqns 
WejZOJd Ajjiqixa|4 [eWdsSOH jeuny a3e1S$ 
Bulpjing Aysedez a3e3S$ 
SAIMANIY 9DIOJJIOM YEAH Je4O WOddns 0} sajze}5 0} s}UeID 
WeIBOJd (JVUS 2321S A Af!L) UOeINpPJ adUep!OAY ys!y |eNXaS 91eIS A [IL 
SadIAsas suluue|d Ajiue4 
LSTTOOGGZZNN = eWege|y Jo Ayssaniun 
uolUanald Salqigesiq 
AYUSJBAIG 9DIOP JOM BUISINN 
Weis0jg JUaWAedaYy UeOT JO} $9}2}S 0} S}ULID 
JODNVLSISSV TVWOINHDAL VHYS TZOZ )=—- UO! e!D Oss YyeaH Jeiny |BUONeN 
IDOSSV HLIW4H TVYNY ALVLS OZOZ =: UOHeIDossyy YyyeaH Jeiny |PUONeN 
sJajuaD Yyoieasay YyyeaH |einy 
(HL1Wd) SSoussajaWOH WO UOISUeIL Ul BDUeISISSY JO} Salo 
sweis0Jg paseg AyiuNWWOD pue ajejS5 pue Yeasay jO1]UOD pue UO!UaAaI Aun[u| 
SOTHO aseD Ase JO JUaWOJaAaq PUL UO!JEUIPJOOD BY} JO} SAVOY] /Sa}e1S 0} sjUaWaaIBY AAI}eEJad00D 
UaJIPIIUD JO} SBdIAJaS |edI|pal\] AQuasaWy 


TZ0Z ‘O€ auns papug sea, jedsi4 ayy 404 
spiemy [e1apaj Jo sain}ipuadxy jo ajnpayrs 
eUeJUO| JO 3321S 


QE ES 
vce es 
ECEES 
ECEES 
LOEES 


SOEE6 


TOEE6 


OOEES 
L6T ES 
OLT EG 
89TE6 
897 E6 
COC EB 
TSC E6 
Eve ES 
TVc€6 
Ove ES 
9ETES 
SEC EG 
LIT EGS 


v8T'€6 
8LT'E6 
S9T'E6 


SST'E6 
OST'E6 
9ET'ES 
OET'E6 
LCTE6 


A-198 


€86‘LTC'ETS 
9ST‘68S‘8TS 
626'068$ 
OES‘OvZ$ 
€v6'6S 
OVT‘8S 


€77'T6S 
vOO‘TETS 
6ES‘E8S'ES 
LT6‘7S7S 
€C7'78TS 
ZEB‘9TSS 
€65'868S 
€0v‘ETS 
vIL'8LT$ 
OT6‘EEZ'TS 
(SvZs) 
PLL'SS 
889'08$ 
9EL'ES 
€L8‘06vS 
OTS‘66$ 


96S‘ZE6'TS 


OTE‘7vZ$ 
298°LSS 


LL8‘V7S 
VIL'VEEs 
Ovs‘sss 
(v9Z'8$) 


Z9OT‘'819'TS 


sainyipuadxy 


78S‘979$ 
LVES 


Ov6'TZZ7$ 


00s‘29r$ 


vIETHZS 


TEL‘EETS 


TTZ@‘TZES 


87Z‘OTES 
008°2S 


Lv6‘T97'TS 


sjuaidigaiqns 0} yunowYy 


‘a[npayds siy} jo Wed jeiZajul ue ase sa}oU SulAUedWwodIe aYyL 


quawaasojuq Woddns pyiyD 

sal|iue4 Apaan JO} adue\sissy Ayesodwa 

saljlwie 4 ajqeys pue ayes BUl]OWOJd 

$J9]U9D Yea} Ul JUaLUdOjaA|q jeUdeD Joy sjueID 
SOO'TP9'ETAS 4aAUaG OpesO|OD jo AysJanlUN 
POOTPITZAI Opesojon jo Ayissaniun 

WejZOJd SiajUaD BuUIUIeJ | YYaH I1GNd 

sdaquaD UOIEWOjU] YYeaH Ajiwey 0} Ajiwey 

WweJ30Jg pun aduejsissy Adueusaid 

pung jaljoy Jep!AOdd - 6T-CGIAOD 

WeJsOJdg JOJESIACN diysuly 3-Al AL 

(Idav) aan 

WeISOJg SUIDUCUI4 BAI}EUIa}V ASO]OUUIA| AAIISISSY 


Ju] WesZO1g aseasig SJawlayz|y 


AsojOuYda| AAISISSY JDV 
yoafoig Woddns ueg pas, JueulUNY 
pafloig BUUOWUOW Aynsas pue Ajajes pooy 
-3011S pue aseasig WedaH pue sajaqeig aseueyy pue jUaAaid 0} saisayesys YYeaH IIqnd [e907 pue ajejs aAIJEAOUL| 
sjueJ JUaWOJanaq |OOYISaId/JIV Spaaoons JUapNs AjaAA 
SvSSZLOOd snHasnusesseyy jo Aysuaniup 
€T00-6T-ddHS 4JejuaD psaydays 
‘Du ‘adualjeyD ay} Suljaa\| 
yojeasay uolewiqeyay pue “BUIAI] JUapUadapy| ‘Ay|iqesiq UO ayNyIsU| |EUOIEN TOV 
VNVINOWNA-TD-TYA-TCOC §=—- YodBasay pue UO!TeUIIGeYyoY JO} 9INIWISU] OY] 
SUIAI] JUaPUadAPU| JO} S4a]UBD 1DV 
spun 4 yyeaH GN pue UOlUaAaJg 8TOZ Aq Wed ul padueul4 
-3)0115 pue aseasig WeaH pue sajaqeig jo JUaWaseuep| pue UO!UAaASJg YSNOIY) SUBIJaLUY JO YYeaH au} BSuIAOIdWy| 
SIAN UO!IJEAOUU| 9}EIS ZEET 
qesiq UO SJaquaz Ajsuaniup Jo UOIeIDOSSY 
YEOH 
S,UONEN 94} 199}01g ue BAOIAW| O} Sdiysyaued |EUOIEN YSNOIU} S9dIAJaS Pue SWA}SAS YIedH IGN BUlUaYISUI11S 
VNVLNOWNA-SIIS-TYA-TCOZ = YDJeosoy puke UO!eUIGQeYyoy 410} 9IN{WISU] BY] 
sjUeID 3}e}5 BUIAI] JUapUadapU| 1DV 
sjueld UuolUa}ay pue Ayjeny aodeJg ‘UOIJeINPY VSINN - 6T-GIAOD 
asuodsay SISID YIEdH I/QnNd :asuodsay AdUasJaW A JO} JUBWaaISY AAI}eEJadOOD :asuodsay AdUaSJaW YYeaH IGNd 
asuodsay 
SISIUD YYEdH I1[QnNq :asuodsay AduasJaWy JOj JUBWAaIBY AAIJeJad00D :asuodsay ADUaBIaW YEAH I1GNd - 6T-GIAOD 


VI88-T¢-cE Se 


TzZ0Z ‘O€ auns papug sea, jersi4 ayy 104 
Spiemy [eJapa Jo sainyipuadx] jo ajnpays 
ue UO JO 3}e1S 


£99 €6 
8S9°€6 
9S9°E6 


9S E6 


9TSE6 
vOS'€6 
00S°E6 
867° E6 
TLV €6 
OLY E6 
697° €6 


vor e6 
6rre6 
877 e6 


Sev e6 
VEV Eb 


EEV e6 


CE E6 


9CVE6 


ECV E6 


TCV €6 


69€°E6 
6SE°E6 


VSE ES 


vSE ES 


A-199 


LLE'V6ES 
6ES‘S/Y'tS 
€SO'EV9'TLS 
ZIT ‘O6T ‘VS 
GLO‘T80‘TS 


6LO0‘VVES 


€60‘0TSS 
TOL'TS 
LET‘6E9'TS 
€00‘2S2‘TS 
T6L‘LS8S 
€T9'V6S 
0ZE‘09S 
O6T‘L6S‘ZS 
86L'7S9$ 
7S7'790'VTS 
867'S8S 
7LT'TSS 
LE9‘L76‘LTS 
STZ‘789S 
T9S‘E9S 
T66'972S 
879‘7T9S 
oor‘2TSs 
7Z0‘60€S 
OTT‘ZEES 
OLL‘E0TS 
v87‘97Z$ 
vS9‘66T$ 
LL8‘LEV'ES 
T86‘E8SS 
Ev0‘L78'8TS 
97T‘SSES 


866‘LZES 
sainyipuadxy 


STO‘LET‘ES 


OST‘LSTS 


6T0‘06S 


6TO'VES 
68Z‘00v$ 


vOS‘9STS 
S80‘0Sv$ 


62E‘66T'TS 


v8c‘7STS 
8rr'?@vs 
9v0‘v0SS 


OLT‘SE8‘7S 
87v‘08S$ 
9S7‘EET'SS 
979'T8Z$ 


607‘Z6TS 
sjuaidipaiqns 0} yunowYy 


*a[npayds siy} jo Wed jeaszaqul ue ase sa}oU SulAUedwodsse ayL 


uoljesJsuOWaG Bulsue|eqay UOSJag BY} SMO]|O4 ABUO/\ 
YLS ploido 
WeJZ0Jg FUeINSU] Yea} S,UaJpIIYD 
Wej80Jg FDULINSU| YEAH S,UaJIPIIYD - 6T-GIAOD 
(4Hdd) Spun UYeaH IJQng pue UOUdAaIg YUM AjajOs papuNnj JUeID YIO]/g SBdIAJaS Yea} Pue YYeaH aAIWUaAIId 
spuny YyyesH I1/qNd pue 
uonuanaid Aq Wed ul padueUly SUOIJeZIUeZIO Jeql| pue |eWOWIa] ‘9}e1S JO} SWIeIBOJg }O1JUOD pue UONUAASIg JaDUeD 
WeiZO0Jg SUOIUAAJA}U] UOIJUAAIIg AaSNgY Jap|y 
WeJjZOJg SUOIJUDAJAU] UOIUAAId aSNgY JaP|J - 6T-GIAOD 
sjuei Bullies] pue UOHeonpy YyyeaH |esolAeyag pue jeuay\ 
Weis0Jg BUapUadapU| aed Ja}SO4 aayeyD 
SddIAJVS AAIWIOddNS pue Jayays adua|O!A SaWOG/sad|AJaS pue UONUSASJd BDUA|OIA Ajlwe4 
SODIAJVS BAIVOddNS pue JayaYs adUa|OIA ISaWOG/sadIAJaS pue UOIJUSAIId BDUa|OIA Alle - GT-GIAOD 
SJURID 9321S J99a/S9N pue asngy pjlyD 
WURID 90]g SAIIAJaS [e190 
6T-GIAOD 8uluNg suapsosig asp aduUeIsqns pue jejUa| ssasppy 0} s}UeID AdUaBJaW - 6T-dIAOD 
aoue\sissy UOlWdopy 
LOL69TOd/TO-E0-TV6ELEDS JaAuaq jo Ayssanlun 
LLOL9TOd / 00-E0-THELEDS 4JaAuaq jo AysJanlUy 
A-Al P/ALL 84eD 4e3s04 
WeIZOJd SAIIAIIS JEJaM\ PIlyD sauor sqqny alueydays 
$a}e}S$ 0} syUeId adI\snf s,UaJpIIYD 
S]UapIsay AWOH BUISINN WJauag 0} saiqyjeuad ABUO|| |IAID JO JUaLUSAAUIAY - YOV 
ddAJas pue ‘Ydeasay ‘UOI}eINP saiiqesiq jeJUaWdoOjanaq Ul 8dUa|{99xq JO4 S4a}UaD AjsaAIU 
sjuet5 Aded0Apy pue Yoddns diseg saiyigqesiq jeyuawdojaAaq 
sjuawAed dAljUadu| diysueipsend jesa] pue uoldopy 
(ALJ) Wessosg SJBYINOA Bulules] pue UOJeINpy aayeyy 
SWeIZOJd UOIEUSIA PUL SSBDDV JOJ S9}e1S 0} S}ULID 
SJURID UO!UaAaJIg asNgy pjlyD paseg-Ayunwwo> 
WEIZOJg JUBWAAOIG WI] 14NOD 3}e1S 
queID 490]g SadIAJas AyUNWWOD 
WURID 90|g SBd|Adasg AyUNWWOD - 6T-dIAOD 
aouejysissy A8sauz WOH BWOIU]-MO7 
aoueysissy A8iaUZ BWOH BWOIU|-MO] - 6T-GIAOD 
SsweJZ0Jd pasalsiulupy sausisaq }JuUaWaIe|day/a}e1S adue\sissy JUeIJUJ pue sanjay 


TZ0Z ‘O€ auns papug sea, Jeds!4 ay} 404 
spaemy [eJapa jo sainyipuadx] jo ajnpayos 
eue UO JO 33e1S 


T6L°E6 
882 E6 
LOLE6 
LOLE6 
8SZ°E6 


CSL E6 


LVL e6 
Lvl e6 
CEL ES 
vL9'E6 
TL9°€6 
TL9°€6 
699°€6 
L99°€6 
S99°€6 
6S9°€6 


859°€6 
Sv9'€6 
v9 €6 
9E9°E6 
ced EG 
O€9°E6 
€09°€6 
669°€6 
L6S°€6 
069°€6 
98S°€6 
69S9°€6 
69S9°€6 
899°€6 
899°€6 
99S9°€6 


A-200 


88Z‘816'6$ 
LOS‘TTT'TS 
€0E‘688°ES 
99S‘Ev6'TS 
Tv8‘vOE'zs 
TLS‘669S 


68T‘808‘9TES 
6EC‘LS 
VIL‘TLTS 
STT‘8TE'7S 
80T‘96SS 
788'882S 
viv‘OLrs 
Tv9‘Ov8s 
E@‘TL0'9S 
TvS‘vS0'7S 
80v‘007S 
9€0'S76$ 
vIL‘O8T'7S 
9ST‘OVS 
TOz‘SS 
L98'T6S 


97E'PSS 


TZU‘S9T'7$ 
6T9‘ZET'TS 
TZL'886$ 
Ove'STES 
688'778'ES 
SOv‘6ESS 
(LOTS) 


O6r‘ESS 
sainyipuadxy 


WLOL 
096°€96$ 
799'660'ES 
6ZE‘0S8‘TS 
G68'9E8'TS 
600‘869$ 


WLOL 


8S72‘90TS 
6972°LE9S 
v8E‘OErS 


TSO‘TLZS 
€L0'629'7S 
O6r‘EZE'TS 


vE6‘OLS 


790‘8T 7S 
T8S‘9E8'TS 


T8v‘OTS 
TZS‘LT9'ES 


sjualdisaiqns 0} JunowYy 


‘ajnpayps siy} Jo Wed jesZaqul ue ase sajou SulAuedwode ayL 


WEIZOJd IAIJUDIU| SADIAJBS UOINJINN E€ESO'E6 
SBIAIOS UONINN ‘D Wed ‘II SIL ‘Busy ayy soy swessosd jei9eds = HOES 
S@IIAJBS UOIINN ‘D Wed ‘Il SUL ‘Bulsy ay} Jo} swiesBOIg |eIN9dS - GT-GIAOD  SvO'E6 
$J9]UaD JO|UaS PUR SadIAJaS AAIWIOddNS JOj sjUeID ‘g Wed ‘||| AWL ‘Bulsy ayy JO} SwesZOIg JeIIadS = PHO'EG 
sJajUuaD JO|UaS pue SadIAJaS aAIOddNs JOY squeID ‘g Wed “II| AIL ‘Busy ayy 40} swesBZO1g [eIN9dS- GT-GIAOD vv0'eé6 
daysn|) buiby 
Ayiqesiq °3 yyjeaH UO UO!}eIDOssy UeIaWY 
S]UeID JOfeY|-UON SNoaue|adsi] =XXN'E6 
SB}EIS BY} 0} JULI YIO|g SBIIAJaS YASH P[!YD pue jeussaje| 7666 
UyeaH jequayy Aduasiawy pue aduejsissy Jaysesiq Ueay jeluay| 7Z86'E6 
$]UeID [01]U0D pue UOIUaASJd (GIS) Saseasig paywsues| Ajenxas L/6°€6 
SUEIPU| JO} WeIZOJg JUBWIINIIAY SUOISSAJOJg YYLPAH OZL6'E6 
sda}Ua) UO!eINPA I4IeWEH 4Hdd = 696'E6 
asnqy aduejsqns jo JUaW}ea1] Pue UOIUAASIg JOJ SJUCIN YIO]IG + ESE6'E6 
SBDIAJIS YESH [eWUa|\ AYUNWWOD JOJSJUeID YIOIG ~=8GE'Es 
SWeIZOJd SAIJEIPU| YESH JUeJU] PUe POOUJaUJOW] ayes paseg-aje1s Woddns 0} sjuawaaIBy aAI}eJad00D = 9 HE"EG 
paseg JuaWwedag YYeaH SaIAIIY UOUaAGd AIH O6'E6 
SJUPID e|NWIOF SIED AIH = LT6°E6 
SJUBID e|NWIOF B4eD AIH- 6T-GIAOD =LT6"E6 
YESH [E4ANY JO SBd1J1O 3331S JO UOIJEJadQ JOJsaze}s O}SJUEIN ETE'EG 
OCOC-6TOC TO'HYOW'ddOOYN =O epuNnod UO!eSNpA °Y YIJeasay YIJEIH CUCJUO//| 
WeIZOJg JUBWAACI | 
AYENH JAPIAOId IED YESH [JEWS pue JUaWdoOjanaq JIOMIAN YYerH Jesny ‘YdeasjNOE sadiAJas aed YyYeay jeuny er 
suoljeziuesjo jequ] pue jeoywwual ‘a}e}S JO} SWeIBOJg JOJJUOD PUL UOIUASIg JAIUCD BEBE 
WejZOJdg SSaupasedaid JEUASOY WsliOlJa}01g |EUOIIEN  688°E6 
WeJj80Jg ssoupasedaijd [eydsoH WslOjJa}Olg |PUOIIEN - 6T-GIAOD 688°€6 
juawaoueyUg pue Bulules| aed AJeWlig JOJSJUEIN §=pBs'Es 
WeIZOJd JULI SUITSIA SWOH POoypl!yD Ajeq pue juejy] ‘JeusaIeW OZ 8"E6 
wessojg Aunyoddg suaaseD UYEAH 7Z8"E6 
SaIMAIIV asuOdsay pue ssaupaledaid e|0Gq (ddH) Wiess0i1g ssoupatedaid jeudsoH /T3°E6 
SuluaadIS JaDULD [2}DBIO/OD aseasIu| OJ saydeoiddy paziuesiQ OO8'E6 


TZ0Z ‘O€ aunr papug sea, jedsl4y ay} 4104 
spiemy [e4apaj JO sain}ipuadxy jo ajnpayrs 
eUe}UO|] JO 3321S 


A-201 


696'629'ZS 
709‘07Z$ 
G9Z‘08E'ES 
OT6‘S6TS 
6LL‘L07$ 
778'90€'TS 
T@27‘Sv0'@rs 
000‘02S 
88S‘STS 
vLy've7ts 
7ZS‘6L6$ 
TOL‘6VS 


98T‘8Z‘T8T'7$ 


S8T‘SLE‘ES 
STE‘SZES 
BLE‘LOL'CS 
Ltv‘9L7$ 
790'9S 


Tv6‘TZ6‘TT8‘TS$ 


V6T‘8Lr'8EL'TS 
vvL'v66'69S 
LSS‘880'CS 
€6r‘CVES 
€S6‘ZT9S 


TS8‘98TS 
LVL'69S 
vOT‘LITS 


ZEZ‘LET‘6ES 
T99‘TET‘6S 
S88'66S'97S 
989‘SSr'ES 


sainyipuadxy 


LLE‘9VL'TS 
O€6‘8ZTS 
78E'LLZ'TS 
987'0LL'LS 


88S‘STS 


T9L‘6VS 


*ajnpayps siy} Jo Wed jeiZaqul ue aie sajou SulAuedwosse ay 


sdauyed jeduYyda] Buljyesadoo; 

quUeID Sia] YBIjaslj 0} BdUeISISSY 

S}UCID BDURWIOLJad JUaWaseuUe|\| ADUasJaWy 

Wweijso/g Ajajyes Weg |euonen 

ques uolesiyi| puezeH 

(suaqsesig pasejsaq Ajjeljuapisaig) adUe\sISSY II]GNd - S}UeID Jaysesiq 
(suaqsesiq pasejsaq Ajjenuapisaig) adue\sIssy II|GNd - SJULID Jaysesiq - 6T-IAOD 
SadIMas [esa] Jajsesig 

DIURISISSY UO!SIU | POO|4 

(4SSS-dVD) JUaWA|Z SadIAJaS Woddns aje1s Wess01g BDUeISsISSY AJIUNWLUOD 
aouejsissy jelnueul4 Ajajes Buljeog 

Weis01d Ayindas WO1g-UON 


ALIYNDAS GNVTSINOH JO LNAWLYVdid 


TVLOL SIDIAYIS NVINNH GNV HL1V4H JO LNINLYVdIG 


1WLOL 
1WLOL 
9T9‘8T 7S 
IWLOL 
IWLOL 
090'966‘ZS 


sjuaidiaiqns 0} yunowYy 


spunossy9eg paseiUeApesig WO SJUdPNIS SUOISSAJOJd YIEDH JO4 SdiyssejOyIsS 

sueo7] Juapnys BUISINN 

sjuapnis pasejuenpesiq J0j sueoy/sueo] asey Asewiid BUIpnjou| ‘sueo7 Juapnys SUOISSaJOld YIJE3H 
(d14N) Wessosg ueo7 Aynde4 asunN 


49JSN[D IIUDISISSY [OIDUDUIZ JUBPNIsS 


WeJSOJd BUeIsISSY |ED1IPAa] BZZ°E6 
WeIZO1d BDUEISISSY [EIIPIIA| - 6T-GIAOD 8ZL°E6 
asesIpaw (IIAX 2/41) Sdaljddng pue ssapiAosd ase YyIeaH JO UOIJeIyIWJaD pue AsAins ayejg = LZ L°E6 
aJesipayl (INAX AIL) Sdaljddns pue siapiAoid aseD YYeaH JO UO!JedIJI}49D pue AadAins a3€}$- GT-GIAOD = LLL'E6 
SHUP) [O4JUOD PNely plesipa|Aj 9}e4S GLL'E6 
4ajSn{P pipripail| 
00-TO-8EO000LADG = 88a||0D pjlyD auoys 
Wels peeH 009°E6 
dajsnjD 14015 poay 
pun  juawdojanag pue aed pjiuD ay} Jo spun Bulysjzey pue Ayoyepueyy a4eD pylyy Y96S°E6 
UID 490/g JUaWdOjanaq puke sien plyD S/S°E6 
JUeID x90/g JUBWdOjaAaq pue a4eD PIIYD- 6T-GIAOD SZS'€6 
4a3sn{) 499 


TZ0Z ‘O€ Guns papug sea, jessi4 ayy 104 
spiemy [e4apa Jo sain}ipuadxgy jo ajnpayss 
eue UO] JO 3321S 


Sv0°26 
vv0'L6 
cv0'L6 
Tv0°L6 
6€0°L6 
9€0°L6 
9€0°L6 
€€0°26 
6c0°L6 
€cO'L6 
cTO'26 
800°26 


Sc6°E6 
VIE ES 
CVE E6 
VOTES 


A-202 


*‘ajnpayps siy} Jo Wed jeiZaqul ue ase sayou SulAuedwosse ay 


0@2‘6L7$ SOURISISSY S,UBIP|IYD BUISSI) €vS"9T 
619‘b2S GZO‘SLES uoluaraid Aduanbuljaq pue aaiysnf ajiuaant =OvS°9T 
00S‘09S 8EzS afl] Ul Ja}e7] UDO JO aSNGY puke adUa/OIA PU 0} SBdIAJaS pue BulUIeJ] PadUeyUZ 8ZS'OT 
LE6‘80T‘7S vE9'VSL'TS Weis0Jg Bulpuny jeyuawajddns Aduassawy SNJIACUOIOD - G6T-GIAOD ~vE0'9T 
T68‘9€ES LE9‘60ES WeISOJd E|NWIOJ SADIAJVS YJNessy |enxag  LTO'9T 
JDILSN 40 LNAI LYVd3d 

S66‘0Er‘SLS IVLOL LNIINdOTIAIG NVEdN 8 ONISNOH 4O LNINLYVdIad 
680‘E8E‘LZ$ WLOL 

“@gozists$ tt” UuONeWIGeyay a}esapOP] 8 UO!IIAS WeIZOJd BIUESISSY BUISNOH BWODU] JAMO] 9G8'VT 
LOv‘0LS‘SZS WeIZOJd SJUaWAeY BDUR\SISSY BUISNOH 8 UOIIIAS }=§=6SET' VT 

dajsn[) pasog-jIa[o1d 3 U0!}IaS 
L62‘7S8'EZS WLOL 
SvEe‘OTS SJBYINOA Weaijsulel| 628° VT 
OT9‘TVL‘EZS SABYINOA BOYD BuISNOH 8 UOES = TL8"VT 
7vE‘OOTS €6v'66$ SJAYINOA BI!0Y SUISNOH 8 UO!IDIS- GT-GIAOD = TZ8"vT 
daysnj[p 4ayano, BuisnoyH 

609‘S6T‘bZS IWLOL 

“‘erens saljiqesiq . 

YUM SUOSJad JOJ BUISNOH aAoddns TTg uolIa¢S JO WeIZOJg (OWA Wud) UOIessSUOWAaG BdUR\sISsSY [e]UaY alld nee ve 
OT2‘SL0‘6S 8€8‘0138'8S pun4ysn4j BulsnoH = SZZ7' VT 
60L‘E76S 87v‘S68S SIV YUM SuOSJad JOJ SaIHUNJOddO BulsnoH = TyZ"VT 
76S‘09TS 76S‘09TS SAIV YUM suOsJad 410} SaluNoddo BuIsnOH - 6T-GIAOD = T v7 vT 
vOT‘9E0'SS ZEE'VE9'LS WeIdO1g Sdiysiaued JUBWISBAU] BWOH = GET HT 
OzS‘9LES S7L‘OvTs wessOld JeID suolNjos AquaBawWy = TET VT 
96L'TSS‘7S 0389‘LvS‘7S wesZO1d JULI SuO!Njos AnuaBiawWy - 6T-GIAOD = TE VT 
v97'688'SS LE9‘GE8‘SS WeMeH Ul SJUCID JUaWAI}I]UF-UON pue WesIZOId S,9a}e1S/sUeID 490)g JUaWdOjaAaq AylUNWWOD = 8 ZZ" HT 
T62'vS WeMeH Ul SJUCID JUaWA|}I]}UF-UON pue WessOI s,a}e1S/sjUeID 490}g JUaWdOjaAaq AylUnNWWWOD- GT-GIAOD 827’ VT 
LNAINdOTSAIG NV@YN *3 ONISNOH 4O LNAI LYVd3d 

Sve‘88E‘OZTS TWLOL ALIMNDIS GNVTINOH JO LNINLYVdId 
Sve‘88E‘0ZTS 1WLOL 

“eel6rs sts winJosuo) ayenbyyvez = 7 80°26 
668‘ZS OA 800-ZT-MdSMdS-6T — PJO S4yl4eUS ||edsI/ey 
GTS‘CTT‘9S LIO‘EEE’SS WeJZOJd JUeID Aynsas puejawoH 29026 
LE?‘TLS‘9VS SP29N JB4IO - SPjOYesnOH PUR SjENpIAIpU] OJ BdUeIsIssy JaIsesiq pasejIaq JelUsep!IsSeid- 6T-GIAOD OS0°26 
T9E‘G67'TS 890'V672'TS uonesIWA! Jaysesiq-ald  L0'L6 
SLT‘SZO‘OTS ques aouejsissy Juswaseue| aly  9170°L6 
sainypuadxy s}uaidisaiqns 0} JunowY 


TZ0Z ‘O€ auNf papug JeaA Jeosl4 ay} 404 
spaemy jeJapa jo sainjipuadx] jo ajnpayss 
eUeUO|] JO 3315 


A-203 


S6v‘99E'LTS 


S6v‘99E'LTS 
906‘68E$ 
S97'6S 
E0T‘6ZES 
900‘06S 
TSO‘Z8S 


Ssv'?vs 
080‘9TS 
9TV‘98S 
€S7‘6TTS 
€70'09S 
S6r‘TTZS 
LS8°SVES 
T8Z‘088$ 
9S7'TS 
7Z7'09S 


ET8‘6VZS 
€€9'CES 
288'S6S 
SvT‘8TTS 
v7v'sts 


796‘S88S 
G66‘L8ES 
Ove‘EvLs 
v68‘S97S 
000‘Z9v$ 
879‘ZL9'LS 
8L9‘8v$ 
vL2‘STS 
706‘7Z$ 
TCTS 
899'CS 
sainypuadxy 


*‘ajnpayps siy} yo Wed jesZajul ue ase sa}oU B3ulAUedwosze ay 


IWLOL FDILSN AO LNINLYVdIG 


WLOL 


BIUDIO!A |OOYIS dOLS 
Weid01d paseg-a1ls asnqy ploido anlsuayeidwo5 


T83‘8$ AALENU] YW WNessy |enxas |euoIeN 

sjuased pa}esadIedU| JO UdIP|IUD 
069Z-T9T-VS-6T S}UAWUJAA0D a}e}S Jo |INUNOD 

BAIZEIPU] JUBWYSaAUIaY Bd!}sN/P 

dDUaIOI/ 0} pasodx] uap|iyD 

PY aAUaIU] SJaPUaJaq PUe SIOINDaSOJg adIIsNF “Yy UYOL 

sdaquap Adesonpy s,UaJpjiyD |e907 pue |euo!IZay ay} pue asnqy pjiyD JO UOINdasO1g pue UO!eESISaAU] BY} SUIAOIG LU] 

WeJZ01g JULIO UO!}e}UaWA|d LW] JV US]eM WepYy JO} Woddns 

€70‘09$ WeIZO1d UONEJOGe||OD YIeaH jeWal| Pue ad!Jsn¢ ayiUaAn¢ pue jeUl WD 

WeIZOId JUCID JUIWAAOIAW| S9IUTIIS IISUdIO ||[aPJBAOD [Ned 

Weijs0Jg UOlNpay 3o),9eg YNG 

€€0‘069S WeJZO1g JUCID BOUE\SISSY Bd!IISNP |eLWOWAa\| auUJAg puempy 
G000-X4-NI-8T0Z :6-dWIN Hp [9UN0D H-v |eUOHIeN 
Z000-X4-NW-6T0Z ‘OT-dIIN Hp [!9UN0D H-7 |euoNeN 

WeJZ01g BULJOJUa|\| a]JUaANS 

sJUeID BuldI|Odg AylunWWOZ pue diyssauyed Ajayes IIIGNd 

605‘87S Spoouysoqysian ayes yaloig 

7Z0‘68$ S4BUOSId 3}E}S JO} JUaLUJe|I) ASNgY adUeIsqns jenUApIsaY 

00r‘69S WeIZOld SJBPIOC UO!IIIOJd JO JUBWBIIOJU PUe SaIdI|Od Isai adeuNOdUy 0} sJURID 
€TOO-XV-YM-STOZ —_eINossi| Jo AuNoD 

WeiZ01g adUeISISSY BUIyJ/eEIS pue ‘“YNessy |enxas ‘aduUa|OIA Buje ‘adUa|OIA II3SaWOG |eINYy 

T8Z‘0€8S S}URID E[NWIOF UdWOM JSUIeSY BDUaIOI/, 
aynyysu Ado pue meq [equi 

Wweis0Jd }UeID Aseuoljasosiq WNoD 8Nug 

squeld Aeuonasosiq/aouejsissy WI}91A AWD 

uoljesuadwio) WDA, BWLD 

802‘EVL‘9S aduejsissy WTI WD 


WeJISOJd SUaUa ,SI@IJO Ajayes a1qQnNd 


s}UeID Jal[olg JUaUdoOjanaq pue ‘UO!JeN|eAJ ‘YJeasay ao1ysNf¢ 4O ayNyYsU] |eEUONeN 


(dIHDN) Wess01g JUaWAaAOId Wy AJO}SIH JEUIWLD |eUOIeN 


sdajuag sisAjeuy |e919S1323S 10} WesIZOJ S913SI23S Bd!3sNp a}eIS 


sjuaidisaiqns 0} Junowy 


TZ0z ‘O€ aun papug sea, jeIsS!14 AYyy 104 
Spiemy [eJapad jo sainjipuadxy jo ajnpayrs 
eue}UO|] JO 3321S 


Wwej30jg UO!JUaAIIg AQuanbuljag A apt 


6€8°9T 
8E8°9T 
E€8 OT 
TE8 OT 


LC8'9T 
8T8°9T 
9T8°9T 
8SZ°9T 
OSZ9T 
SvL'9T 
CvL OT 
TvL 91 
8EZL9T 


9cL OT 
OTL 9OT 
609°9T 
€6S°9T 
069°9T 


689°9T 
889°9T 


S8S°9T 
C8S'9T 
9L9°9T 
SLS'9T 
TLS'9T 
099°9T 
vss 9T 
0sS°9T 
875° 9T 


‘ajnpayps siy} Jo Wed jeiZaqul ue ase sajyou SulAuedwoose ay 


A-204 


v99‘T7s ZO-NSW-V4LS-OZAI = Pseog sadueyoxq g Yueasay |eUO!}eUJa}U| 
sJayoea| - SWeISOJg BBUeYXA JWapey SOv'6T 
LEev‘Lvss OTr‘ZEZS SJeJ}OUIS - SWeIZOJg BBUeYIXA NwWapedy TOv'6T 
v09‘87S sweisoig Asewojdiq 9nd OF0'6T 
9TO‘S8S 68Z80Z000E *9U| ‘UOI}eONp J jeuo!euUsa}U| JO 94NP\sSU| 
Wei80Jq diusmojja4 Aasyduwiny “H Waqny - swes80Jg aBueydxq Jwapesy OTO'6T 
L80°L$ TOENSI-6TVSdd9 = BulUse87 pio 
LS0‘607S v9E'TZS SWeJsOJdg a}eNpesssapuy - SWeISOJg BBUeYDXJ Dwapedy  GO0O'6T 
ALVLS 40 LNAINLYVd3d 
8Ep‘S9T'PLLS IVWLOL YOEV1IO LNINLYVdIa 
9T8‘TE9'SS IWLOL 
LE9‘8@v'TS SJUBID EINWAOF JBxJOM PeeI0|SIQVOIM = 8ZL7°LT 
07S‘Zv0'7S LTS‘00S‘TS SAIMAIIV YINOAVOIM = 6S7'ZT 
6S9‘SST‘ZS TEEVEES WeIZOld NPY VOIM = 8S7°ZT 
4aysn|Z VOIM 
L80‘EZE‘9$ WLOL 
786'ETLS (dOA) Wess0ig YIeaJINO suesaIaA palqesiq TOS ZT 
SOT‘609‘SS SaIMAIOY papun Jashag-jausem/adiAsas yuawAo|dwy =07'ZT 
daysn|) adinsag JuawiAojdwiz 
SES‘OTZ‘Z9LS WLOL 
9SL‘L8ES squesy Ajajes pue Yea aul] ~009°ZT 
9L8‘SESS sjuawaaisy uoleynsuod = HOST 
6T9‘L0ES ECELLTS sjues Aduadsjawq [eEUOReN YIM / SJUCID JaxJOM pajecojsiq |EUOHEN VOIM = LLZ°LT 
LCC‘VSTS 000‘0S$ sues Asuasiaw |eUONeN YIM / SYUCID JaxJOM pazesojsiq |EUOEN VOIM-6T-GIAOD = LL7°LT 
096‘99€S SJOxJOM UBl9OY JOJ UOIJEIIJIIBD Yoge] Ayesodwal EL7'LT 
99L‘S8S (LOM) Wesso1g Upas9 xey AyuNyoddg YOM = TLZ°LT 
€€8'6S7S T-LTZITO adayjoD AyunWWoOD BUIWOAM Way ON 
sjues Sululel| GOFAT-H 89Z°ZT 
9ES‘VSTS aouejsissy Juatuysnipy apes] SPvZ'ZT 
9729‘SLVS 975‘SStS Weis0jg JUaWAO|dWy adIAJas AyUNWLUOD JOIUaS §=— GET"LT 
860'79b‘ZETS aoueinsu| JuawAoj|dwaup = SZ7°ZT 
289'768'S9SS aouednsu| JuatuAojdiuaun - 6T-GIAOD = S7Z7ZT 
72v‘667S 790'6r$ diysaoquaiddy pasaysisay = TOZLT 
€98°76$ SUOIUPUOD BulysoM pue uoesuadwoy  SO0'LT 
9L8‘VELS SaI¥SIZeJS 9I10440Ge] COO LT 
YO9dv1 JO LNSJINLYVd3d 
sainyipuadxy s}uaidisaiqns 0} JunowYy 


TZ0Z ‘O€ auNf papug JeaA Jeosl4 ay} 404 
spaemy jeJapa jo sainjipuadx] jo ajnpayss 
eUeUO|] JO 3315 


A-205 


*‘ajnpayps siy} yo Wed jesZajuUl Ue ase sa}OU SulAUedwodIe aUuL 


€68°ETS UOHepUNo, as/P|IM pue ysiy |eUONeN  €99°ST 
9€0‘SS €OTIBT Yyein jo ayeis 
OVE‘8ZS spun UOlpVy UO!eAJBSUO) 9}ep!ipued - saideds pauasuepuy 099'°ST 
9T8‘Z6SS spun uolje}Ua Wad] AsaA0994 — UOIEAJISUOD) salgads pauasuepuy LS9'ST 
729'6TS 729'6TS sainqua, qulor palg AsoyessIIA] = LE9ST 
66L‘ELSS 8IZ‘ES SJUCID SJIPIIM A3eIS = VEO'ST 
97S$ 90-6TEO-8TOZ = Ajsuanluf aze}s eUl|o1eD YON 
qUBID UOHEAJASUOD a3eISIYN = 8Z9°ST 
6178'99S DIURISISSY JUBWASCUCL] SfI/P]IM Pue USIy 8O9°ST 
€T8‘08$ jUaWaseuey] Sadinosay uoljesasI9y = VZGST. 
ET8‘ELZS PY UO!HEUIPIOOD SJIPIIM pue ysiy = ZTS'ST 
7S7‘00SS uo!JeUIP41OOD Jeql4] pue ajezs UaWaseue | AyeAoy sed pue |IO |esapaq = LZ7'ST 
€8v'9L6'TS (YTV) YoIFewe|day pue] aul) peuUOpueqy  7ZSZ°ST 
ZT8‘62T‘7S BUIUIY] [LOD PUNOIZJapUN JO Say BdeNS pue BulUl] |eEOD adejNS JO UONe|NBay OSZ'ST 
ESL‘ETZS juawaseue| adunosay ap = L77ST 
vT8‘OLs juawaseue|| sodINOsoYy onenby pue soalioysi4 VVC ST 
TvS‘06ZS uolyIa}OJg pue AyjenH jequswWUOIIAUZ 9ETST 
0s9‘SZS jUuawaseuey/| ddINOSBY SPUe|POO/M\ pue S}soiO4 €EC ST 
6VL‘ZOES juawaseue| ad4nosay UO!JEAJBSUOD JWe]d PUL asIPIIM ‘USIY TEST 
€S6‘62S jUaWaseue | 1Ue|q SNOIXON pue aAISeAU] = OEZ'ST 
6TL‘8TS aouesissy al4 AWUNWWOD adejsa}U] UEGIA PULIPIIM WIG = 82Z°ST 
LL6‘9V$ SOIAJBS JOUSIA pue UOI}eIIIBY = GZZ"ST 
67S‘6S jUaWwaseuey| SadINOsay |einynD GST'ST 
7T8‘TS S]OOUIS 0} BduUe}sISSY UOI}EINPJ uelpu] O€T'ST 
SSv‘Zss E8SOOAVOTY jlounoD AjluUNWWWWOD deuyjag O4 
spue] uelpu] UO aunynausy = vEO'ST 
GLE‘TTS salle pue AjJap|y ‘UaspjiyD UeIPU] OJ S9DIAIBS SZO'ST 
YOIMFLNI IHL AO LNIWLYVd3ad 
STE‘86Z‘TS WLOL ILVLS 4O LNINLYVdIG 
STE‘86Z‘TS WLOL 
‘Teeosst—~—S AUSJaAIUP) UMO}BBI085H 
ETE‘VETS OTLOOZOZ-NSW = AdISAAAIUP UM0}9B1095H 
sie Wayseq sean joneaing 009°6T 
GEL‘9ES 0zOz YENS TWON IS an Wsu| Uadsy 
GE6‘TES €v00-V9-02-d9VI4-S uOeonpz jeuoljeusayu] 4104 s|I9UNOD UedJaWYy 
9ET‘OSTS 0Sz‘Ss sasueYyoxy UAZIUD - SWeIZOJg BBUeYIX JEININD pue jeuoissajoig  STv'6T 
sainyipuadxy sjuaidisaiqns 0} JunOWwY 


TZ0Z ‘O€ aun papug sea, jersi4 9y} 404 
Spiemy esapa jo sainjipuadxy jo ajnpayrs 
eUeLUO| $0 3315 


A-206 


*ajnpayps siy} jo Jed jesZaqul ue ase sajou SulAuedwosse ay 


TLL‘6b0'2s 1WLOL 

“TaL6rv'eSs TLL'6pb'Z$ wesBO1g PINOY salINey sng pue sng 97S°0Z 

dajsn[) subs josapas 

906‘998‘0€S 1WLOL 

“wev's0lvs (Z€)STHNZZO - ZE0/B8EOTHNdN —12dsI}ey1 40 AUD 
v38v‘60z'7S SJUSLUSBAU] BINJINIYsesju] JEUOIIEN  EF6'O7Z 
L8T'vS JUBID adeJO}S SeD jesnjeN punosssapul Ajayes auljadid WSINIHd SZZ'0Z 
LIE‘6SS L8T‘VSS sques Suluue|d pue BulUles] J019aS II|Gnd sjeluajyep SNOpsezey AdUasesaqU] ~ €0Z'0Z 
OLv‘OETS WURID aseg a}e}S WeIZOId Ajayes auljadiq OOL'0Z 
266‘08S sjuaWaaJ3y aAijejadooz pue sjueld Ajajyes Aseuoljas9sig (VSLHN) Uonessiuiwpy Ajayes siyesy AemysipH jeuoneN  vT9'0Z 
VSE‘ZEES ZIL‘6TTS pa}ed/XOJU] aIUM BUIALIG JO} SJBPUAJJO JeEaday JO} SaNjeuag WINWIUI 809'0Z 
v08‘902'7S SOE‘TOZ‘ES Sealy |eEANY JOJ SJUCID E|NWIO4 = =60S'0C 
€68'8tv'LTS 978°Z0E'LTS Sealy |eANY JO} SJUCID E|NWIO4-6GT-GIAOD 605°02 
60E‘8S0S ZOL‘ETVS youeasay pue Buluue|d UeW|OdOJJa\J-UON pue ajejs pue BuluUe]g UOIJeEWOdsues] UeWOdoIaP] SOS'OZ 
LEO‘LSS quel uolejuawajdw]| wWess01g asuao!] SJaAGg jeluawWWwoy ZEZ'OZ 
000‘0STS uoneonpy pue sujujesy Aemysiy} = STZ"0Z 
860‘VZ9S WeIsOJg JUBWAAOIdW| Ody YJOT'OZ 
v7S‘96ES WeIZO1d JUBWAACIGW| WOdIIY - 6T-GIAOD 90T'0Z 

NOILVLYOdSNVUL JO LNIINLYV ddd 

866‘SE8‘9ES 1VLOL YOlNFLNI FHL IO LNINLYVdIG 
6bL‘TOE‘LZS 1VWLOL 

“wrist” Ayayes pue UoeoNpy JajunN pasueyuz —9Z9"ST 
L6L‘SLL'STS OSS‘E7ZS UOIJeINP JaJUNH Iiseg Pue UO!LIOJsaY aJIIPIIM = TT9'ST 
O6r‘8rr'TTS uonesoysay Yysij Wods = S09°ST 

4a3SNID afifPjIM puo ysi4 

6b2‘vES‘6S 1WLOL 

“66/65. sts—~™tS sUeID JOfey|-UON Snoaue|jaosi~] =XXN'ST 
OTL‘TTS JOOY IS UeIpU] UEWAAaUS |eydsSed 
OTE’ES JOoYIS aayxouaYD 

juawaseuey] Wess0Jq UOI}eEINPJ = G S6"ST 

€v6‘L7S uoljeonpy pue ‘ydeaJINC ‘UO!}II}OJ ‘UOIJEAJBSUOD BIIAJIS ed [LUCIEN  S6'ST 
v36‘77s Wass ed JEUONLN AY} JO SadINOSaY — SwWeIZOJg Bulules] pue YDeasay anijesado0D Sh6'ST 
Lve‘7LTs 676‘TETS suluue}d pue Juawdojanag ‘uolsinboy uoleas2ay JOOPINO = 9T6 ‘ST 
7v2‘6S0'TS 9v9‘9V7S Ply-Uj-syueI puny UO!NeAJ@Se1d 303SIH = VO6'ST 
L88‘TETS aoualas aandepy  OL9'ST 
000‘STTS 000‘08S UO!]UDAIId PUe UOIJESUBAWIOZD SSO7 4903SAAIT JJOM-UONLAJBSUOD SalIdads pasaBuepuyZ 999°ST 
sainyipuadxy sjuaididaiqns 0} JunowY 


TZ0Z ‘O€ auns papug sea, jedsl4 ay} 104 
spaemy |eJapa4 jo sainjipuadx] jo ajnpayss 
eueUO] JO 3315 


A-207 


T69‘08TS 
787'67S'SS 
8v0'ETZS 
898'€0L'7S 


€6€‘609‘T9OT‘TS 


€6€‘609‘T9T‘TS 
S90'vS 
S62‘ES0'STS 
S8S‘@rv0T$ 
TT9‘8$ 

62L'SS 

GEL'SLS 
(LTv‘€S) 
O6€‘ZZ0'9ET'TS 


6rbv‘Ov0'8ESS 


Tv6‘E9$ 
Tv6‘€9vS 


6SZ‘S0S‘b$ 
LE8'VSL'7S 
776'0SL'TS 


ST8‘87Z0‘960$ 
L8E'S7T'VS 
SVO'ETL'TS 
E8E‘06T ‘06S 


LS@‘SZL'ES 


098'6SvS 
L6E'S9Z‘ES 


sainyipuadxy 


*‘a[npayps siy} yo Yed jessajzul ue aie sajou SulAuedwosse ay 


IWLOL AYNSVIUL IO LNINLYVdIG 


WLOL 


786'VEL'6TLS 


TVLOL NOILVLYOdSNVUL JO LNINLYVdIG 


IWLOL 
TOT‘Z9ES 
IWLOL 
OSZ‘vESS 
66L'877$ 
IWLOL 
9S7‘TO9'TS 
Goe‘7ZE‘7$ 


sjuaidiaiqns 0} Junowy 


auep Ayeisads quanedino WHA 

9J&2 DWOH BUISINN a3e}S SULJA}A/ 

9J&2 DWOH BUISINN a3e}S SULJAIAA - 6T-GIAOD 

De4 BWOH 93e}S JO UOI]DNIJSUOD JO} $9}L1S 0} SJULID 


SulV4ddaV SNVYSLIA 


Tv0'v9 
STO'”9 
STO'”9 
S00'79 
4O LNIINLYVd3d 


s}UPID JOfe|-UON SNOauUe||aosI\] XXN'TZ 


(4udSD) puny Asanooay [eds!4 9}€1S SN4IAeEUOIOD - 6T-GIAOD 
WeJsOJg BUe}sIsSsy jeJUdY ADUaBJAWA - 6T-GIAOD 


§80-TZ0Z HOALUOW 
ve7-TZ0Z HOILUOW 
O9T-TZOz#INN =HOALUOW 
PIT-TZLN Mog Janiis-aving 


pung jaljay SN4IAPUOIOD - 6T-CIAOD 


AYNSVAYL 


Saluqesiq Yam sjenpiAlpul pue ssojuas Jo Argo) pasueyuy 


LCO'T? 
ECOT? 


6TO'TC 
4O LNIINLYVd3d 


ETS'OC 


4aysn[ SWIDsBOId SAIINIIS USUDLL 


swess0Jd Ajayes AsO JEUONeEN  9T9'0Z 

Ayayes Aemusipy Ayunwuwos pue ajeig ~=009'0Z 
daysnjp Ayafos Aomybip} 

Weis0Jd ssaddy spue] |eJapa4 ZZ'0Z 

WeijZOJd Sle] JOUOIEIIIBY = G TZ'0Z 

uoljon4jsuoD pue Buluue|g AemusiH  S0Z'0Z 


4ajsn|j uolj2n4jsuo) pub Buluubjd Aomybipq} 


sjuaWaaJ3y aAeJadooz pue sUeID SAIPAIIDY AqOlid YSIH aoueysissy Ajajes JalseD JOJO 
aoueysissy Ajajes Jalssed J00/\ 


TZ0Z ‘O€ auns papug JeaA [eds!4 ay} 404 
spuemy [eJapa4 jo saunjipuadx] jo ajnpayss 
eue}UO|] $0 3321S 


LET OC 
81702 
4ajsn[} VSIINA 


A-208 


0€0‘67Z9‘ETS 
688°8ELS 
60v‘0T ZS 
796‘8ESS 
890‘78ES 
SET‘LEG'TS 
LOL‘60$ 
788'8S 


87L'887$ 
SEO‘ECHS 
S6L‘E6T'SS 
SSt‘60ES 


902‘78$ 
B8E‘LEE'CS 
759'98S 
260‘79$ 
OSZ‘97S 
SvE'ZETS 
OOL‘TZ$ 


062‘S0SS 
TEO‘E6ZS 


08Z‘Z08$ 


08Z‘Z08$ 
LOv‘08S$ 
ELE'77ZS 


€8S'809‘6$ 


€85'809‘6$ 
STT‘TO6S 


9LS‘08$ 
sainyipuadxy 


‘a[npayps siy} Jo Wed jesZaqul ue aie sayou SulAuedwosse ay 


1WLOL 

sjueld Weis01g asuodsay jeqii| pue aje1S 
sJuaWaaIBY aAI}e1ad0075 WeiZO0Jg BOD aq] UeIPU| pue a}e1S punjiadns 
WeIZOJd UO AAI}IBIIOD puny Jsni| YUe]L a8es0IS puNosBiapuy Bulyxea7 
Weis0Jg BUel|dWOD pue UO!IAa}aq ‘UOIJUaATIg YUL] AaBeIOIS punousuapuy) 
sJUaWdaIBY BAI}EJad003 dIJ!9adS-alS Aq] UeIPU] PUe ‘UOISIAIPGNS |e9171]0g ‘a17e1S$ punjiadns 
aouejsissy UOINpay adsNOS 

6S-020Z-VS_ uUOljepuNno, UOlsua}Xa 
salpnis pue ‘suoiesjsuowag ‘Bulules) ‘yYdeas3NC ‘UOIeENNpy JIYqnq ‘BulJOWUOWy “UaUdoOjaAa|ag ‘YydJeasay 
WeIZO0Jg SJUCID UONUDAIId UO!N||Od 
ddURISISSY Paejay pue WeIZOJd JULID YIOMJAN BSUCYOXI UO!EWIOJU] |e]UBWUOIIAUY 
s]UeID diysuauwed BDURWIOJJad 

€S9C90'8T' 2090 §=—UOHWepUNOY a4I/P]IM pue Ysiy JeUoHeN 
weisojg Aeg ayeadesayD 
squesD JUaWdojanaqg WeJs01g puelJa/ [PUOIZaY 
s]UeID UO!}e}Ua LWA] aDINOS JUIOdUON 
suluue|d Juawaseue| Ayyend sale 
((P)v9vT VMS) 4032 M BuUPjUlG WeISOJg B4eD pllyD pue jooyds ul Buljsa| pee] 
U01ID9}OJg BDINOS JaIe/\ PUNOIZJapU/ 21e1S 
yoddns weis0Jd |eqi| pue ‘a}e}S4a}U] ‘B}e}S [OUD UOIIN]|Og 4BIeEM 
saqii] pue saj}ejs 0} sjueId asodundiyyjnyy 
sj9a[oug payepuey| Ajjeuoissas3u0>D 
WejZO1d JULI [asaiq Uea|D a1e1S 
py diy Uea]D ay 02 Buljejay SaIAIOVy asoding jelsads pue ‘suoljesjsuOWAG ‘SUOIJeSI}SAAU| ‘YDIeaSay ‘saIpNis ‘SABAINS 


AINIOV NOILIALOYd TWLNIINNOYIANS 


TVLOL NOISSIININOD JINVLSISSV NOILII14 


IWLOL 
O9L‘7ZES syued5 Ayundas UO!99/4 VAVH 8TOZ 
86S‘8ZTS squed9 Ayindag UO!99/4 VAVH 8T0Z - 6T-CIAOD 


NOISSIIWIWO) JINVLSISSV NOILD313 


IVLOL SUIVIIV SNVYFLIA JO LNINLYVdIG 


1VLOL 
WweiZ0ld s}UeID Adaj}awaD sueJaa/ 


aoueysissy |PUOIJEINpPY 99104 Jaa,UN|O/A-||V 
sjuaidipaiqns 0} JunowYy 


TZOZ ‘O€ aunf papug JeaA Jeds!l4 ay} 404 
spaemy |eJapa jo sainyipuadx] jo ajnpayss 
Ue UO] JO 33e1S 


LT8°99 
608°99 
S08°99 
v08'99 
c08°99 
LTL‘99 


9TL'99 
80299 
809°99 
S09°99 


99199 
T9799 
o09v'99 
vsv'99 
vrrv'99 
€€v'99 
6TVv'99 
voc'99 
c0c 99 
0v0'99 
ve0'99 


vov'06 
vor'06 


£07 79 
ver v9 


A-209 


€€0‘8SS‘TS$ 


€€0‘8SS‘TS$ 


666°LLS 
€T6‘9L0'TS 
TZT‘ES 


SET‘ZLTS 


SET‘ZLTS 
850'8S 
080‘V9TS 


678‘9TS 


678‘9TS 
6789TS 


6vZ‘TES 


6vZ‘TES 
6VL'TES 


Zv0‘6L$ 


Zv0‘6L$ 


7v0'6LS 


€90‘80T‘E0SS 


S6Z‘796‘08TS 
S6Z'796‘08TS 


8EZ‘9TS‘80ES 
8ET‘OTS‘B80ES 


sainypuadxy 


‘a[npayps siy} Jo Wed jeiZaqul ue aie saj}ou SulAuedwosse ay 


TWLOL SIDIAUAS AUYVAEIT GNV WNASNW 4O FLNLILSNI 


IWLOL 


TWLOL NOILVULSINIINGV SIDIAYIS 1V4INID 


IWLOL 


1VLOL NOISSIININOD SNOILVIINNININOD 1V430F4 


IWLOL 


IWLOL LNIGISI4d FHL AO JD/4AO ANILNIIXIA 


IWLOL 


1WLOL NOISSIININOD ALINNLYOddO LNIINAOTdNI 1VNOF 


IWLOL 


TWLOL AINIDV NOILIILOUd 1WLNINNOUYIANF 


IWLOL 


IWLOL 


sjuaidiaiqns 0} JunowY 


sjues5 diysapeayjeuonen ZTE SP 
s9}e1g OSUeIDN §=OTE'SL 
S9}e}S OF SJUPIN- GT-GIAOD OTE SY 


SADIAYAS AYVYEIT GNV WNSSNW 40 SLNLILSNI 


syuawAeg WIOjay UO!IIa/y  TTO'6E 
€00°6€ 


NOILVYLSININIGY SADIAYSS 1VYANID 


Ayadoijg |eUOSJag snjdins |esapay Jo uoWeUOG 


SalJeIQGI] pue sjooudS - puny ad1Adas |eSJaAIUN OO'ZE 
NOISSIININOD SNOILVSINNININOD 1v44d34 


WeJsOJdg Sealy Bulydyses) 3niq Aysuazu] YysIH ~=TO0'S6 


LNIGISIAYd AHL JO 3914430 JALLNIIAXA 


PICT $0 IV SIYBHY |IAID 9Y2 JO [1A [UL UONeUILULJISIq JUaWAC|dWA —TO0'0E 
NOISSIININOD ALINNLYOddO LNAWAOTdIN 1WNDA 


Spuny BUIAOAaY a3e4S Ja}eM\ BUULIG JOJsyUeID UoezZeWdey  ggV'99 
4aysn| puny Bulajonay 23015 43304 Gulyuliq 


Spun BUIAOAaY a}e1S Jae UeS|D JO} SJUBID UO!ezZIeEuWdeD © 8Gv'99 
daysn|[Q puny Bulajonay 23035 43}0/ uba/D 


TZ0Z ‘O€ aunr papug sea, jersl4 ay} 404 
spiemy [e4apa Jo sainjipuadx] jo ajnpayss 


Ue UO] JO 3321S 


A-210 


607Z‘68$ 


602‘68$ 
97ZE'TSS 
T61‘ES 
OTS 
87V'S7sS 
L88°ES 
000‘SS 
TS 


LLS‘60Z'TS 


LLS‘607'TS 
660'S62$ 
oor'vzrs 
089‘ETS 

9$ 

76E'9TS 


S0s‘TT$ 


S0s‘TT$ 
SO8‘TTS 


STS‘78$ 


STS‘78$ 
6EV'9S 
TS 
OLZ'TES 
SO08‘vvS 


€L2'8$ 


€L2'8$ 
EL7'8S 


sainyipuadxy 


*‘a[npayps siy} Jo Wed jessaqul ue aie sajou SulAuedwosse ay 


TVLOL SAILINVINNH FHL YOF LNINMOGNI IVNOILVN 


WLOL 


Juawdojaaag wWinjndi4un5 pue sadinosay sulusea] pue Sulysea| salUeWN} ay} Jo UOI}OWOJd  ZOT'SY 


TWLOL SLYV FHL YOF LNINMOGNI IVNOILVN 


WLOL 
€7S‘OEVS 
oor‘rzrs 


TWLOL NOILVYLSINIINGV SG4YOI74 GNV SIAIHDYV TVNOILVN 


WLOL 


IWLOL NOILVUYLSINIINGYV JIVdS GNV SIILNVNOYIV IVNOILVN 


WLOL 


IVLOL SSJHDNO) JO AdVU!T 


WLOL 


sjuaidipaiqns 0} JunowYy 


spuadiys pue sdiysmojjaj saniuewny au} jo uoNOWOlg O9T'St 


BvOUT saljuewNY ay} Joy JUaWMopUg |eUONeEN 


SSOdNV Ppue UO!EAJOSOId JO UOISIAIG SAIIUELUNH 94} JO UONOWOId 6vT SV 


eueUo|| SIIPIUCLWINH 
S90D0Z = Bue}UO/| SAlzUeWNH 
GOOYOZ §=euejUO\ saljiuewNH 
diyssauped a3€}S/|eapad sarUeWNH ay} jo UOIJOWOJg G6 ZT'SP 
SSILINVIAINH SHL ¥YO4d LNJIWMOGNS IWNOILVN 


sjuaWaaJ3y diysuauyed SU ay} JO UOIJOWOJg  SZO'Sr 
sjuawaalsy diysiauped SHY aU} JO UDIJOWOId-6I-GIAOD SZO0'Sr 
ESS9COOO #ASVD = SOEMPIIA SUV 
SO8ECO00# ASVI WIV = SOEMPIIAI SUV 
S[enpiAlpu| pue sUOIeZIUeZIC 0} SJUCID SU AY} JO UOIIOWOJd ~VZO'SL 
SLYV JHL YO4 LNAINMOGNS IVNOILVN 


SJUBID Spsoday pue sUO!JedI|qNd [edJOISIH |eEUOHeN  €00'68 
NOILVYLSINIINGY SGYOD3¥Y GNV SSAIHDYV TWNOILVN 


DZZWIVITXNN/LINN-10-9T02  Jaquaaualas 
uonesnpy g00'€r 
L8689SMN_ —_uoyulyseM Jo Ayssaniuy 
aaualds ~— TO0'Ev 
NOLLWULSINIINGY 30VdS GNV SLLNWNOWAV TWNOLLVN 


S]UBID JOf[eY|-UON SNosue|jaosi] = XXN'Zv 
SSJYONOD JO AYVUEIT 


TZ0Z ‘O€ auNs papug sea, Jedsl4 ay} 4104 
spaemy |e1apaj Jo sainjipuadx] jo ajnpayos 


eUeLUO|] JO 3315 


A-211 


9SE‘86E'9S 


9S2‘€07Z‘9$ 
9S7‘€07'9S 


OOT‘S6TS 
OOT‘S6TS 


86r‘TL6‘TS 


86r‘TL6'TS 
9EV‘7rEs 
€0L‘0ZTS 
O0E‘STS 


8ES‘TSS 
756'S82S 
695'SS9S 


109‘@zs 


109‘@zs 
T09‘77S 


sainyipuadxy 


‘a[npayds siy} yo Wed jessaqul ue ase sajou SulAuedwosse ay 


IVLOL NOILVYLSININGV ALIYNIIS TVIDOS 


IWLOL 


IWLOL 
790'S9S 


IVLOL NOILVULSININGYV SSINISNE TIVINS 


IWLOL 


IWLOL SdYOD JDVId 


IWLOL 


sjuaidigaiqns 0} unowYy 


aouednsu| Ayjiqesig Ayiungas |el90S 


4a}sn]9 1Ss/aoupansuy Ayjiqosig 


WweJ3O1d aduejsissy pue BulUUe|d SAAIJUBDU| YOM - AyNdas [e1I90S 


NOILVYLSININIGY ALIYNIAS TVIDOS 


uolsuedxq apei| 33e1S 

weis0jd diysuaupeg ASojouysa] a}e}S pue |esapa4 
JOMIAN ssauisng esadsoid 

aoue\sissy diysJaUMQ SSaUIsNg s,UaWO/\ 
8TS-6T0Z HOaLUOW 

sJa]UaD JUaWdoOjaAaq ssaulsng [JEWS 

sJauaD JUaWdojanaq ssauisng ||EWS - GT-GIAOD 


NOILVYLSININGY SSINISNE TIVINS 


WeEIZOJd SAMMY] UV4ddd PUL YESH [Eqo|y sdioD adeaq 


TZ0Z ‘O€ aun papug sea, jeIs!14 ayy 104 
spiemy [e4apaj Jo sain}ipuadxgy jo ajnpayss 


eue}UOW] JO 3321S 


T00°96 


800°96 


T90°6S 
8S0°6S 


€v0°6S 


ZE0'6S 
LZEO'6S 


oor'sv 


Sd¥O) JDV4d 


A-212 


*aj/Npayds siy} Jo wed jeigaj}ul ue aie sajyou BulAuedwodse ay 


€0L‘0TZS SJUaWaaIBY ajqesunquilay JSOD pue ainjua, jUlOsF YQeasay /0/'OT 
SIL‘87S OTZT-SWIN = auleY Jo Ayssaniun 
TEE VES sjuaWaalsy diysiaued 669°0T 
v6L‘EZTS swesg01d Asjsasoj |PuO!}eUsaIU] =v 89'OT 
TLE‘T?S uoljepuNnoy }sas04 JEUOHIEN 789'0T 
S60‘89S 000‘8S U0]}98}01d YEAH S8404 ~ 089'0T 
89T‘ZOTS aouejsissy Aujsas04 aAijesado0j = 799 0T 
SLE‘VS TI6ZSENSPEO6Z += JUOWAA Jo Aysuanlun 
780'v7S 887Z-0ZOZ-WIN =: Youeasay suaquuly |JEL 
€LS‘TZS 9VO-TZOC-AIN §= YIUBOS9Y SOQ] [EL 
7Tv‘Ts OCAA-LCO-LIN = 8AJeSeunjeNn 
78r'VTS OZOZIM = a2uel||7 diyspuemais ssausapyiM |euoljeN 
(9278S) TOL-LTOZ VSW (Du SUOHIN|OSO4pAH 
7TL‘9STS VVE-IOPZETTT-SO-LZT Jaquag Sulules) ssausapliM JeuolzeN Weed snyUy 
L9v‘O@v'7S STVES yoseasay Asjses04 = 7$9'0T 
BIIAIIS 1S9104 
60€‘SZS wess0Jg aajueJeNd YoOdxXA OLI'OT 
JIIAIVS jesNyNIWAZy Usla104 
S@L'v$ suoljesoge||oD pue sjuawaaisy aAljesadoo; ‘ydieasay 91WOU0D JeINY pue jeunijnoUBy - GI-GIAOD OSZ‘OL 
dIIAIaS YIJeasay IIWOU0I 
91z‘7S OG6E-Z6S00Z = Atisuaaluf azeis yeIn 
060‘ES TOOO-‘WYVHLEMGYITZ = eMo| Jo a1e15 
OL9‘8ESS asep |eWIUY Pue ‘]O1}UOD Jsaq ‘aseasiq jeEWIUY pUe Ue|d SZO'OT 
dd1AJasS UO!~adsu| Yea} Ue; pue jeWIUY 
€L8'8L5S yojeasay pal|ddy pue sIseg yoieasay jeunynoW3y —TOO'OT 


aIIAJas YJeasay jeunyns3y 
JYNLININSOV 4JO LNAWLYVd3dG 


€S7‘9ES IVLOL LNINdOTIAIG IWNOILVNUYALNI YO ADNIDV 
€S7‘9ES LOLLETTHOd ‘OSO6TS Aasuaf MaN JO Ajsdanluf ayeis ay ‘suediny 
SEASIBAQ SWUIEIZOJd JO} BdDUEYSISSY UZIBIO4 GIVSN TOO'86 
LNSINdOT1SA30 IVWNOILVNYALNI YOd ADNIDV 
sainzipuadxy sjuaidisaiqns 0} JunowY Ja}sn|> JUaWdOjaAag pue Yydeasay 


TZ0z ‘O€ uns papug sea, jedsij ay 4104 
spsemy |eJapad JO Sainyipuadx] jo ajnpayss 
BUeUO|| JO 3}e1S 


A-213 


(960‘€S) 
(0zS) 
T08‘8$ 


TS6‘887$ 
6TE‘9ZTS 
Tv7'vs 

8$ 

T66‘9TS 
S9or‘TZs 
S76‘97S 
661 ‘96S 
6L0‘LS 
99S‘TEE‘ES 
99T'vZS 
QST‘66L‘ES 
v86‘9VL$ 
T$ 

STO‘LS 
L£Sv‘TTs 
€87‘7TS 


€¢S 
TEO'VTS 
6L0'SS 
L9E‘7SS 
SE9‘TSTS 
£59‘6S7S 
S9r'8vsS 
vIs‘Lvs 
976‘00'9S 


saunypuadx 


€0€‘TTTS 
8Tv‘ZOTS 


8E6'0ES 


Oss‘€Sz'7$ 


squaidigaiqns 0} JUnNOWY 


*aj/Npayds siy} Jo wed jega}Uul ue aie sayou BulAuedwodse ay 


NSIN OL DHE1 OL VAIN VGSN 


339||0D WOH BIg 3/3317 


TO0-8T0Z60-9d4 = ABa|JOD AyjUNWIWOD aq YOY 


9L0Z¢-NSW 


a8a/|OD epoyen yiuey 


wesZO1g YDJeaSay SUOIINUISU] YEET LZZ'OT 
sjueId aSualjeyD Uuolyeonpy aunyjnoBy Asepuosas}sod JeaA-OM| pue AJepuoras 9ZZ'OT 
WesZO/g SJUCID aSua||EYD UO!INZIsSU] - UOI}EINPAaYZIH = ZTZ'OT 


V8E-C6SO07 
L89-LOCTO? 
L6S-LOCTO? 
O6E-C6S007 
vSS-LOcTO7 
S6E-C6SO007 


Ayssaaiuf ayeys yen 
Ayissaaiuf ayeys ye3n 
Ayissaaiuf ayeys yen 
Ayissaaiuf ayeys yen 
Ayissaaiuf ayeys yen 
Ayissaaiuf ayeys yen 


ELvDLE  Asuanlun ayeys e}Oeq YINOS 

uoleonpy pue yseasay ainynousy ajqeuleisns STZ'OT 

ydjeasay aseasiq pue yyyeaH jewluy /0Z'OT 

JV YDJEH 9U} JapUN SUO!}eIS JUBWadxy |euNyNdWBy Oo} sjJUaWAeg E€0Z'OT 
yoieasay Aujsas04 aAIWesado00D =. ZO0Z'0T 


0822S00d/8v8028-TdS-800TdV 
OOE0L8-C6CrdV 


oyep] jo Aysuaalun 
oyep] jo Ayisuaalun 


TOOS-ZV6E-O7V SIAeq ‘elUsO4!]eD JO AzsuaAlU-) 
T86TEOOUVI Alisuanlun aje3s e}OYeq YUON 

sjueI Ydseasay jeloads ‘ydieasay jeunqjnousy JOJs}ueIg OOZ'OT 
ainynI3y pue poo jo aynyzysu| jeuONeN 
ZOT60V8Z-9EZTE pue|AeW| Jo Ayssanlun 
TOOS-LE8O-ZTV — SIAeq “e|Wos!]eD Jo Aqssaniun 
TZE99TOdd #Od /NSW-ZT TW = Alsuaatun syn 
TO-6T-SZOT-7S | d409 7S 
OZLZTO-T0-7SAMHGA-NSIN-MENS = “DU ‘S2}UOdINN 
ZVLO-ETE YAGIINN LOVYLNODENS = Adsuantun axnq 
ELB80-ETE Adtsuaalun axnq 


O71 ‘AaySIYM Z OAL 


juawidojanag pue yoeasay snoaueljaasi\) Gy'OT 


TZ0z ‘O€ aunf papug sea, jeds!4 ayy 4104 
spsemy |eJapad JO Sainqipuadx] jo ajnpayss 
eUeUO|| JO 3}e1S 


Jaysnj> JUadojanag pue ydieasay 


SNOSUEB]/IISI|A] 


A-214 


*a/Npayps siy} Jo Wed jesZaqzul ue ase sa}ou SulAUedwodde ayuL 


6LL'EVTS AdAins |!0S €06'0T 
9S6‘ZTTS QEL-OT-SLVE-89 DU] ‘JaABIO4 S}UeSeayd 
80v‘9STS ZO-TZOZ MYIM ~— ‘DU ‘4aABIOY SJUeSeaUd 
(T6S) af STLZZINALW = AdueAJasuod ainjen 
979‘T8TS UOIJEAJaSUOD Jae pue |!OS ZOG'OT 
DIIAIIS UO!IJEAIBSUOZD SBIINOSSY [EINJEN 
T98‘79S OL7ZVO0D PHZGET AdIsJaAIUA 93e3S UOJSUIYSeM 
WweJsOld S]UPID aAladwoy7 AOMJON VIUCJSISSY SS9d}S YOURY PUe Wey SCS OT 
7ts ZLOVOOD VETVET Allsdaniuf aye3s UOWUIYseM 
8vS‘ZE9‘7S BdIAJaS UOIsUa}Xy aAI}eJado0D ~=00S'0T 
T98'TS €00S-6T90-8TV  SIAeq ‘elUsOyI/eD JO AysJaAIU 
789‘S9S 06S‘TS WeisOJd Yoseasay adeso4 pue eyesy O€E'OT 
LOv‘TSES 6687S WweJsO0Jd S]UPID dAI}adwo7 juawaseuey| yS9d PUue UO!{D9}O1d dou 6¢CE OT 
TE8‘9TS Spjsly4 Sozewayye|\] pue ‘ZUlJIdUIBU ‘AZ0|OuuIa | ‘Q9Ua19S ULSOIPZUOUI|A] PUE UDWOM B8TE OT 
69L‘L7TS een‘ TEs (IdYa@) WeISOJg S}ULID aAI}}EdWOD aAIjeINU] JUaWdOJaAaq pUe YIJeasay ssewo!lg ZTEOT 
879'TS ESLTISENSVEOSZ + jUOWJAA Jo AysuaAlU 
L00‘60S STOOT 9 adlysdweH Man jo AysuaaluA 
LTEES GEST-T688Z0 udledweyd-eueqin sioul||| Jo Alsuanluy 
TOL‘Z0zS 80-99SED9TOZ = SIAe “EIU! Jo Aysuanlun 
Lv9‘SS SZZEEOOUVA AlsuanluN aj}e35 e}OYeq YON 
(69S) V8ISTS AjIsianlun ajeys sesuey 
€vTs ZOOS-LTVO-TZV  AjIsuaatun ajeis sesuey 
779‘L9E'TS 859‘88S (Ud) SANEIWIU] Yodeasay poog pue sunyjnoWsy OTEOT 
Ltv'9vs QLL9OV8-6Z8VNV = OY4ePI JO Ayssanlun 
TLO'8S vO-E9ET-D = Alsuantun a3e3g OpesojoD 
ZE9‘7SLS O8r‘T8r$S anlyelyU] Yseasay dosg Ayeieds 60E OT 
G9E‘9ES €99-v7S7207 = Alsuaalun 92e3s yen 
9T8‘ST VS LOL‘OTTS dAl}eIHU| UOISUa}XZ pue YDIeasay aiNynsUsy WuesIQ = LOE'OT 
8Lb‘7SS (€O°'SVOZTS) EOV-ZO0S-087Z0-00V AiIsJaAlup 93e15 sesuey 
jeanynousy Ayunsas puejawoH vOe'OT 
TLT‘OES LLOL@-V7V8E-LLOZ ‘THNSIN = A8a]]OD !eUa}OOy YysI|eS 
vl3‘9S Z  aBa|jOD Jeua}00y ysijes 
vev'es TO-8T-IN = aBa|]OD !eua}oOoy yYsI|es 
‘sounupuadxg=—s—“(<‘é‘éiSYUIIBIQNSOVJUNMOWYWt—“‘“‘“‘(‘(‘(‘a‘O;O;.O.O.O................OUUUU 8 UadO[|N|G PU YDIEDSOY 


TZ0z ‘O€ auns papug sea, jedsi4 ay} 4104 
spaemy |esapa JO sainyipuadxy jo ajnpayos 
Bue UO] JO 3323S 


A-215 


T6S‘T96$ 
vbTs 
(OTS) 
6L6'VTS 


€T6‘LITS 
£79'7S 


LV6‘SETS 
LUS‘vvvs 


9v0'TS 


8Iv'vrzs 


v@v‘TTT‘97$ 


ZIZ‘ESTS 
SVZ‘E9S 
8CT‘6ZS 
O8E‘SS 
6€SS 


TSS 


€T9'TVS 
€SL‘OVS 
saunyipuadx 


*a/Npayps siy} Jo Ved jesZajzul ue ase saj}ou SulAuedwodde ayuL 


TWLOL JDYFININOD JO LNINLYVdIad 


S06‘97$ 


aouejsissy ASojopoyjap| pue ‘ydieasay ‘]e919S17e1S 


STOTT 


neaing snsuaz "sn 


Q8TZT pseog Ydjeasay djl9bd YON 
WeIZOJd BDUAIIS pal|jeun 
ZLOZOOGMVENS Yoeasay daydsowyjy 410} UO!}eIOdIOD AjsuaAlUy 
UaWdojanag UO!}eZ/UJBPOW| IIZOJOIPAH Pue I1Z0j/O10a}a//| 
youeasay Ayyend sly pue sayjeay, 
SOOES-JSSNV  BwWeD pue ysl Jo JUaWJedaq eyse|y 
wess0ojd Ajeas] UOW]eS I1J1I9eg AYBAODAY UOLUIES JSeOD IYI9ed 
8S80000MVENS  YUeasay daydsowyjy 410} UO!}eIOdIOD AjsuaAlUy 
yoieasay Jeydsowy pue ayewl|D 


cLv tt 


Lov Tl 
6s TT 


ser TL 


Ter TL 


uolzes}siulpy W4aydsowyy pue 21uUe390 jeUOI}eEN 


spiepuejs pue udieasay SulJaaul3uq pue Juawainseal| 


609'TT 


A3ojouysa | pue spsepueys jo aznyzysu] |eUoeN 


SJUBID J94SNn|D 


OcO'TT 


uol}es}SIUIWIpY JUaWdoO]aAaq I1W0U0D4 
JDYAININOD 4O LNAINLYVdid 


TWLOL JUNLINIIGIV JO LNINLYVdIa 


sjuaidizaiqns 0} Junowy 


T0'008 T8p# suoneziuesic JUuaWdojanag jo uO!elossy |eEUOIIEN 
TO'78z  suoleziuesic juaWdojanag jo uoljelossy |euoIeN 
TOES suoleziuesiC jUaWdojanaq Jo UO!elDOssy |eUuOIeN 

suoljeziuesiOQ JuaWdojanag Jo UuoljelDOssy JeUOIIEN 
lO'v8z7  suoleziuesic juaudojanag jo uoljelossy |euoijeN 


S8AI}e19d007 0} BDUEYSISSY JENIUYDA!L OGEOT 
DIAIIS BAIL19d00D ssauisng jeany 

Sdiyssauyed UolJeINpy JUsWAaseueY JSIY O9V'OT 
Aduasy Juawageuel] 4SIY 


GEV8T-9ZGEOT udIedweyd-eueqinA sioul||| Jo Alsuanluy 


Wwess0Jg SAAIjUaIU| ApeNH je}UaWUOIIAU 


clté6 OL 


Jaysnj> JuUaWdojaAag pue YydJeasay 


TZ0Z ‘O€ aun papug sea, JeIS14 a4} 404 
spaemy |esapa JO sainyipuadxy jo ajnpayos 
Bue UO] JO 3325 


A-216 


SE6‘SETS 


OTZ‘LL9‘0v$ 


O6TS 
968'78S 


060‘S8S 
909‘886‘TS 


(98€S) 
798'0S$ 
L60‘98€‘7S 


SIT 'vys'‘TsS 
990'8v7'LS 
LTv‘9S 
L9OZ'BES 
TIZ‘€7S 
T8v‘v9ES 
SL6‘88ES 


816‘€99S 
87S‘0VSS 
778‘98ES 
997'76S‘77S 


8E9‘LOTS 
BVT ‘6TT‘ZS 


saunypuadx 


*ajnpauds siy} jo Jed jessajqul ue aie sajou SulAuedwodse ayL 


TWLOL ISNIII¢d JO LNINLYVdIG 


9SZ‘7LTS 


S80‘@VTS 


900‘6ZS 


€TS‘98TS 


vrr' Les 


67r‘OLTS 


BLL'78E'TS 


squaididaiqns 0} JUNOWY 


T-ZTZ790009 —LNossI| Jo Aysuaalun 
uolJeullWassigq pue juawidojanaq ‘youeasay uolyeonpy SOE V8 
S9IUDINS UO!IEINPY JO 9}N}I}SuU] 


NOILVINGI JO LNAWLYVd3dG 


WweJs0/g JUsWaseue| Bdunosay Ade39] = ZE9'7ZT 
SulJaaulsuy pue adualds Ul YQeasay paduenpy pue ‘paijddy ‘siseqg O€9'ZT 
asuajag jo Ajeyas9aS BY} JO BIYJO 
TOSZT8TDS = salqAjeuy Janly sajiey 
juawdojanaq pue ydeasay snoaue|jaosi~] Gu'ZT 
snoaue]|aasiill 
ZOOE/TLEL-NSW Od ‘DUT ‘sazeIIOSsY Sd1 
YNO-7PO000S = ArIssaAlUN A}eIS elUeA|AsUUad 
yojeasay aijijualos paljddy puesiseg OO0E'ZT 
AneN 24} $0 JUBWYed|aG 
ZOZOTEBZ-TS676 = pue|Aue| JO Aqisuantun 
Yoieasoy Ipsos IIseq = TEV'CT 
9Z7000-07VLN = ul|sny 3e sexa| Jo AysJaAIU) 
TOOS-Z8E0-6TV SINE “EIUJOJNeD JO AyIsJaAIUN) 
E€OTTOOOOOL asa||OD J0jAeg 
juawdojanag pue ydieasay [edipayy AJeuI §=O7b'ZT 
suoljejeysu] AseqyiA] UO S2duNOSaY [eiNJeN JO UO!eUIGeyay pue UOIJeAUaSUOD ~GOO'ZT 
Au ay} Jo JUaWyed|ag 
(€€) VIO-6T-7S6T-Z7S# 40D 7S 
(VE) STO-6T-7S6T-Z7S# dod 7S 


duoy 7S 
WeIZO1d SADUTINS YDIASaY Bsuajaq 9D4J04 JIY OO8'ZT 


32404 JI 94} JO JUaWIJed|aq 
vO-9687-9T07 Aiisdanlup 9}e35 eUl|oleD YON 
Uawdojanag AsojouYyda| pue ydIeEasaYy OTE'7T 
Aduasy s}afoig yoseasay padueApy 


4SN344d 4O LNIWLYVdid 


Jaysnj> JUaWdojanaq pue Yyoeasay 


TZ0Z ‘O€ auns papug sea, jedsi4 ay} 404 
spsemy |eJapa4 Jo Saunyipuadx] jo ajnpayss 


Bue UO JO 9324S 


A-217 


O¢r‘TSS 
9ZL'TS 
986'VTS 


v96'TES 


Z08‘VVTS 
OTO‘9VS 
696‘7TES 
6LE‘VOTS 
696‘L9S 
€7S‘OETS 
0179‘899S 
866'9LL'7S 
LEv‘667S 
008‘862$ 
TLT‘S@s 
vS0‘8S 

T?s 

9ST‘9S 
€TS‘8S 
€ITs 
ZIT‘E96'TS 
O8Z‘8STS 


TEL‘E86$ 


S9S‘SLZS 


TOT‘8vS$ 


OET‘vZ$ 


saunypuadx 


*aj/Npayds siy} Jo wed jega}Ul ue aie sajyou BulAuedwodse ay 


LL8‘0E7S 
TOS‘08$ 


7I6‘Z9TS 


IWLOL NOILVINGI IO LNINLYVdIG 


squaidigaiqns 0} JUnNOWY 


LOLE8TZ Salsojesoge] jeuoljeN elpues 
ZOEEQIT Salsojesoge] jeuoljeN elpues 
VISLdIW1 = ‘Du ‘BUUaaUIsUZ PUe YDJeasay O1eAeN 
juawdojansg pue yeasay snoaueljassiA) Gy'Ts 
snoaue||aosiiAl 
O90TT-S8Tvs8  AjIsuaatun |JausioD 
Asiauq - Anuasy sypafoig yaueasay padueApy SET'TS 
OS9GTOOd BUNA) JO A3NIIJSU] ODIXa|\] MAN 
juawdojanaq pue ydueasay Assaug |ISSOJ 680'T8 
VI-6T0Z-4 9 Opajol jo Ayisuaniup 
6ELLOTIY AdsJaAIUA A2e1S UeSIYI\ 
VSOEZOZ-6TZ-LOTZ = Alisuaalun uoswa|D 
$21U0]0Ud Jasplig 
juawdojanag pue ydueasay Adieu ajqemauay /80'T8 
juawdojansg pue ydieasay UOI}eAJaSUOD = 9B0'TS8 
(O8vT0008-NOD) ZvSVOTYD = Arlsuantun ajeA 
O69TOOIdS SVEZET AlIsuaAlu ajeIS UOWUIYSeM 
B896E00D-VZTHET Ailsuanlun ayes UOYSUIYseM 
TL9ZTOODS-JG = BUI WAM JO AjsuaAlUn 
salgojouyoa| }UasJaWy eUueUO/| 
JT1 Bulsuas ajqissoduy| 
SCLZCL UO! e4}SIUILUpY JaMOd 9] ||AQUUOg 
P8TZ8 VVI UO! esSIUILUpPY JaMOd aj||ABUUOg 
WeIZOJd BDUE}SISSY [EIDUCUIY BDUTIIS JO BIIHJO  GvO'TS 
uol}e13SUOWAG PUe JUBUdOJaAaq ‘YdJeasay ABJaUq JeajINN TZT'TS 
ADYANA 4O LNAIWLYVd3d 


juawanalyoy ajeaunejesseg-3s0d JIENIW OINL LIZ'v8 
uoleonpy Asepuorasysod JO 39140 
sqUeI diysiauyed AyjenD sayseal 9EE"/8 
yUaWaAoJdUW] pue UO!eAOUU| JO BDO 
UaJP|IUD UPIPU| JO} SWeIZOI [eI9ad¢ -- UO}JeEINPA ueIpUu] G67 
uoneonpy Asepuosas pue Ajequawalq JO ado 
Jajsnj> JUadojanag pue ydieasay 


TZ0Z ‘OE auns papug sea, Jers!4 a4} 404 


spsemy |esapaq jo sainyipuadx] jo ajnpayss 


eUeUO|| JO 3}e1S 


A-218 


L7T‘L8S 
T9v‘STZ$ 
T8S‘SE8S 
S6r‘0SSS 
002‘SSS 


Lrv'vOLs 
00z‘ES 


T00‘099$ 


vOL'VTS 


960‘'VES 
969‘ETS 
ZE8‘SS 
S8T‘V6S 
LS6‘ELVS 


LOL'VOTS 
607‘LVTS 
688‘0ES 
LI9‘ETS 
SS8E8Zs 


67Z‘0ES 


26E‘ELT‘LS 


€9S‘6¢S 
98L'E7S 
saunypuadxy 


*a]Npayds siy} yo Wed jesZa}uU! Ue ale Sa}OU BulAUedWOdIe aYL 


S7Z‘0ES 


000‘0ZTS 
T69‘8Zv$ 


QST‘O9ES 


Yd9H [eINY 


sJa]UaD UOIRINPJ IWjeWaD 4Hdd 696'E6 
O SAIIJJO a3e}S JO UOIJeJBdO JO} SA}e}S 01 SJULIN §=ETE'ES 


SJUBID UO!Ua}aY pue AjjeNH a91jeJ/g ‘UOI}eEINPW aSINN 6SE'EG 


100 
TCEIB-E = OA 


eIZO01d JULID JUDWAAOIGUY] |eEVdSOH jeuny [jews TOEES6 
MAN $0 Ajissaaiur aze1s ‘Aueq|yy 3e Aqsuanlur) 
SISAJEUY BDIOPJIOM YEAH JO} J9}UBD [EUOIIEN OOE'EE 


WeIZO1d JUCID SOOM UO!}EINp® BulsINN pedueApy /VZ'E6 


0c 


OC VHYN = UO!eIDOssy YESH |esny |EudNeN 
sJajuaD Yeasay YUYedH |eINY SSTE6 
sJajua UoleINpy yYyeaH easy ZOT'E6 
UO!}eJ}SIUIWUpY SddIAJaS pue SadiNoOsay YyyYeaH 
youeasay uolzeujsiulupy 8niq pue pooj E€0OT'E6 
uol}es}s!UIWpy 3nig pue poo 
GTL-E6TEO7 = AdISYaAIUN a}eIS YeIN 
899-€E970Z  AtsuaAluN ayeis YyeIN 
vOO'LVE'BTAI OpesJOjOD jo Aysuaniun 
wess01dg YyeaH pue Ajajyesjeuoiedns9Q =797'€6 


swieiZ01g paseg AyluUNWWOD pue a}e}S pue YdJeasay |O1JUOD pue UOlJUaAal AJN[U| - GT-GIAOD YET'EG 


890‘LSS 
67V9ES 


9rr‘L7S 


TWLOL ADYINI JO LNINLYVdIG 


sjuaidisaiqns 0} Junowy 


SWIDS-VNVLNOWIN-LTO-SA-T 7207 


SWIDS-VNVLNOWN-vYA-0Z0Z 
youeasay Uoleiqeyay pue ‘BUIAIT } 


TZ0Z ‘O€ auNs papug sea, eIS14 B43 104 


UO}UaAaId PUe [01]U0D aseasig 10} Sia}UaD 
EV EIN-80-ZTOZAI SeSUEY| JO AxIsuaAIU 
GI-810-ZTOZAJ SeSUey| JO AxIsuanlUn 
yojeasay pue uolzey|IQeyay JO} ainjySU] ay, 
yojeasay pue uolyey|Iqeyay Jo} ainyysu] ayL 
uapuadapy| ‘Arl|Iqesiq UO aynysu| |EUONeN TOV EEv'E6 
SUIAL] AqlunWWOZ JO} UOIe1}S1UIWUpY 
GLOE adUa[OIA JNOYUM Sesnyn4 
SaIMAIY AJeuO!aI9SIq a/3aN Pue asngqy pjlyy OL9'E6 
salle y pue uaipyiyD 10} uoessiulWpy 
SADIAYAS NVIANH GNV HLIW3SH 40 LNAI LYVdjd 


9Z8TSTZ saldojyesoge7 jeuoijeN elpues 
prTZZ6ET Saldojyesoge7 jeuoijeN elpues 
Jaysnj> JUaWdo]aAaq pue YydJeasay 


spaemy [e4apa4 Jo sainyipuadxgy jo ajnpayss 


PUeUO|] JO 9}L}S 


A-219 


788'VS 
TEL‘9SS 
vS9‘Z8s 
SLS‘00ES 
9SO‘T8ES 
€00‘72S 
LEL‘SES 
SOT‘ZTS 
S0z‘SS9S 
768'89E'TS 
6716S 
v0S‘S9ES 


€00‘SZS 
TE7‘76S 
Ov0‘0ZTS 
6L8'6ETS 
STZ7‘Z8T$ 


L69‘0VS 
8L7'6TS 
78S‘ELTS 


8@r‘TOTS 
ELE‘ETZS 
0S8‘97TS 
€ST'TS 

(L68‘TS) 

OLT‘pZts 
617‘ VTLS 


vvS‘€99S 
7SE‘66S'8S 


sainyipuadxy 


Lyv‘Lvzs 


OOT‘OvES 
€OT‘8LTS 


7IL‘TES 


8T0‘802S 


vL8‘870'VS 


squaidisaiqns 0} junowy 


*ajNpayds siy} yo Wed jesZa}uU! Ue ae Sa}OU BulAUedWOdIe aYL 


8009ZOd48/6ZL669SMN_ ~=——- UO WulyseM JO Ajsuaniuy) 
S9dual|os Jeuolzejsuedi] sulsueApy JO} J9}U97Z [EUOIEN OSE'S6 
VYOGA-SOOTS sesuerxjy 4o AysuaAlup 
ywoddns ydueasay HIN-SUeJ] OTE'EG 
yoddns yoseasay HIN-SUEJL- 6T-GIAOD OTE'E6 
Od / ZNIM¥E 49}U9D S9DUIIDS Y}JEIH ODIX9/[A] MON J$O AVssaAlU-) 
LNIYE  OdIXa/\| MAN JO AyisyaAlUy 
(vvZTT9 DAY OST9EOE WN) BE9SZS eUOZIY Jo AjIsuaalun 
youeasay saijiedsiq yyeayH pue yyeaH AWoUI) ZOE'E6 
YiJEIH UELNH aAOdJdW] 0} SUO!JEAOUU| |eEd1IBO;OUYIA! JOJ YDJeasay paljddy pue AjaAodsIq 987'E6 
sweis0jd YDseasay UOIDIPpy pue asnqy sniq 6LZ'E6 
SWeISOJd YeaSaYy |OYOI\Y ELZ7'E6 


(9408Z7Od) T6TOTISMN = UOYUIYseM Jo AjsuaAluN 
LO-JDVLSAGVAHIVIINY 6TAINVY UoesodioD sa1u04}9a/9 |ed!|pay) psdueApy 

SJUBID YDJPBS8Y YIPSH JEWS C76 

ydieasay Siapiosig daajs uo JajuaD |euONeN E€EZ'EE 
TVZO-Tv9ZTODGZPYT = pa}esOduoouy eEUeYydolg pel|!woid 
GIEOOE eIGSOH Jesuduay sasnysesse|| 

SJaPJOSIG UO!JEIIUNLULUOD PUe sSaujeag 0} payejay yeasay €/T'EG 
TOO'SLOT'TZAA Opesojon jo AjIssanluy) 
TOC-8T0Z 9=uolepunod jesjusa4yjnoS 
8000°8T0Z AsojOlg swiaysAs 10} ayNyIISU| 

yoieasay awouay uewNnH ZLT'E6 

youeasay SuapsOsig pue saseasiq jJeEIO TZT'E6 
TO-OV60EOSAVON Ja}saysoy Jo AjissaAlun 
Z660TSYD OVA YN/D9SOLTY = Ja}SaYIOY 4O AysuanlUn 
VLAYE ODIXAI| MAN Jo AjzISuaAlUn 
LDAfOUd LOMd PLANE ODIXAI| Man Jo AysuaAlUA 
NOWZOEZOTIY = Alsdaaluf azeis UeSIYI 

YIESH JEJUSWUOIIAUZ = ET TES 

YyeaH JO Saynz}su] jeEuOneN 

EOVESSTOOOGINAD = [&UsoH S,uaipyiyD uosog 

jUaWdojanag puke YdjJeasay SNOsuR]/aIsSIA] GY'e6 

snoaue]jaosiN 
Jaysn|> JUaWdoOjanag pue Yydieasay 


TZ0Z ‘O€ Auns papug sea, JeIs14 ay} 404 
spuemy |eJapa jo sainjipuadx] jo ajnpayos 
eUeIUOI JO 33235 


A-220 


*aj/Npayds siy} Jo wed jeugaj}ul ue aie sajyou BulAuedwodse ay 


OLS‘90S NSIN-97Z7ZVS-DIMN = 8B9|]OD Ue|pUl JSaMYYON 
OS7‘VES TONAD WA = DTI ‘Uoljeonpq pue asualos y1e;mopeay\| 
8S8°ETS TOGO-WN 971 ‘uol}eonpq pue aoualds ye|mopeal/| 
Ovr‘ZEs e|NOssIIA| JO AID 
v80‘VE6‘9TS 969'S97'7S Bululed| Yueasay pue Ydjeasay |ed1|pawolg G6G8'E6 
€TS Bulules| yYeasay pue yueasay [ed|pawolg - 6T-GIAOD 658°€6 
v68‘8ZTS NSWESEZOZ We BION JO AysuaAlun 
Ovr'v6S TO-VOSZO-ZT-4YIN ~=—- UO|JEPUNOY YDJeasay aj/IASINO] Jo AysJaAIUN 
(€62‘SS) TO-OSZO-ZT 4UIN = UOHFEPUNOY YDJeasay aj[IASINO] Jo AjsJaAIUN 
LLt'TS T6T-6T-80TZO000ZE/OZLV00008Z0d AxaNIUAy Jo AjsuaAlUN 
6895 TO9SO0008Z AxaNJUAy Jo AjISuBAIUN 
8ET‘OOTS VOTSTTIVZyy payesodsoou| ewseydolg pel|lwoig 
769‘9SS LIND ES89TOT AxIsdaaluf saoualos Y3]eaH UOSaIQ 
LEO‘8ES NSW9ZZOTTOY = Adsuaatun ayeqs uesiYsI\ 
v8S‘@7S VLEOI9L9#Od/89L7ZLZ-NSI = UII OAEW 
6L8‘0LS LOEISTY Adtssaatun Arowy 
69L‘SZS ‘Du] SNABUY 
OEZ‘ZES (VVETTE ‘ON ENS) TETET8Od = auldipal\| JO ada|joD ulay}suly Vaqiy 
96T‘8TL‘SS €89‘Z9E'TS yojeasay saseasiq snolpaju| pue AdJal|y SS8°E6 
EL7'TS (OTvT0008) 87ZVOTUD-O6SZTVZIW = Adtsueaiun ajeA 
656‘6€S vLLve0dd /ZSLOTISMN = uoYSulyseN JO AysyaAlUy 
v8T‘ZL6S OTV‘TLS SJOPIOSIG jea13ojounan PUP SBDUSIDSOININ 9} Ul SWeISOJd Yoiessoy JeEINWeIXF €S8'°€6 
€78‘T2S (S88ZTTYD)OO0E0008-NOD = Atsueaiun ajeA 
vLT‘087$ TO-TESESOOT Yein 40 Aysualun 
699'V7ZT‘TS LIv‘eves yojeasay jesnwiesjxq saseasiq Aaup!y pue ‘arljsagiq ‘sajyeqeiq + /78°€6 
QET‘SB8ES ZEO‘OTS yoieasay saseasiq US pue jeJajaxsojNIsNW ‘SIUYUY  9/8"E6 
80ZL‘007S yojeasay seseasiq Sun] gEg"es6 
€S0‘LvvS Ydessay UO!USAZId Pue asne) JOIUeD €6e'€6 
SLO‘OSTS OSTZTOOOdSGAN = EPO} 4 40 Ayisuaatun 
809‘STS 9LS99T9 :Od UISUODSIM JO BBa|[OD [edIPa|\| 

YdeISOY SUISINN T9OE'€6 
076‘7S 6Z6EOOLUTPYT uoXewag 
8L7‘66SS SWeISOJd dINJNASeIJU] YDIEVSOY TSE €6 
OvE'vZS 6L669SMN / 80097ZOdgd = UO SUIYseM Jo AzIsuaAluN 
saunypuadx squaidigaiqns 0} JUnNOWY 49ysn|D juawdojanaqg Ppue ydiessoy 


TZ0z ‘O€ uns papug sea, jeds!4 ay 404 
spsemy |eJapad JO Sainyipuadx] jo ajnpayss 
BUeUO|| JO 3}e1S 


A-221 


*aj/Npayds siy} Jo wed jega}ul ue aie sayou BulAuedwodse ay] 


vEO'SS NAW3AOYdWI ADOTONHDS3L UNd WINN — S2lsesqi] Jo 4JomjaN |euoTeN 
vEE‘STS TOLOOOOOOL = auldIpalA| JO ada}/OD JojAeg 
LOL‘LS T-@y7ZE “Duy ‘ByNIAsSU] Yodeasay AjsyaAlUA eIsNsny 
aouejsissy Aseiqi] |ed1pa| 6 £8°E6 
6L0‘@S 99Z0T000 ‘ON GYVMVANS = Aajariag ‘eluuos!]eD Jo Ayssaniun 
€00‘ELZS 9968S yojeasay UOISIA 98°€6 
608‘TTTS LVEITOdE/OEDOTISMN UOYuIYseN Jo AysyaAlUy 
@v7‘STtsS 8TPPOOOOOT = pue|AJe || JO Aqssaniun 
€07‘ETS WNZZL880TIY = AlssaaluA ayers UeSIYSI 
€0v‘07S ZLVOSOEOOZ = AdISsaAlUN Sudo suYor 
E8T‘ESS yoieasay Sulsy 998°€6 
G8T‘6TS 8Lv-07-NM = Adsdaalun uo ulYyseM 
(vvz‘Ts) 6GOTTZTO6TD#Od O9PTS sesueryy $0 AlsuaAlun 
76L‘L60S SLT'%S youeasay jeinwejxq JuaWwdojansgq UeWN} pue YIJeaH PIIYD S98°E6 
OSt‘T8$ Q9TOETNID §=DTT ‘INIA 
SL9‘V8S 6TEGISMN = UOYSUIYseM Jo AssaAlUy 
9Lv‘E9S 7S-69ELVOOT / SEEBVTOOON Od YeIN Jo Aysuantun 
6L9‘T PS ZS-69EZVOOT Yen Jo Ajssaniun 
6ST‘OvS 6GAAYE 48] UBD SadUA!IS YI]EBH OI!Xa\\] MAN Jo Aysuaalun 
vov‘Z9S 6AFUE —ODIXBI\J MaN Jo AysuaAluy 
LISS O49D-TO-LO-LWIN Z9V6E0UD = seSa/ seq ‘epenay jo Ajisuaatun 
(v$) (9S760YD) O4D-ZO-LO-NSW ASVL seSe/ seq] ‘epenay jo Aysuaniun 
ZE9S €dD-TO-LO-LINN Z9VEOUD =seBap seq ‘epensy jo Ayissaatun 
TSE‘VTS 049-Z0-80-NSW | ZSZTTYD = seSa seq ‘epenran Jo Aysuaatun 
O€L‘97S GY4g-TO-80-NSW | ZSZTTYD = seda, seq ‘eperan jo Aysuaniun 
vv9'8ES GYAE-S9ZTTYD = sedaf seq ‘epenan jo AysuaAlun 
L79‘88S O4D-S9ZTTUD = Seda se] ‘eperan jo Ayissaniun 
8v6‘ZITS EdD-SOZTTUD = sedap seq ‘epenan jo Ayisianiun 
LOL'TES YINDIG-LOMd-€0-80-NSW LSZTTYD =sedap seq ‘eperan jo Aysuaaiun 
T7Z8‘ES ETTO-0Z VWN = -eXseIV7 JO Aissaniun 
v78‘Z8TsS 77ZOH GUVMVENS /89ZE99 HOd = Aasuar MaN JO Aysuanlup ayers ay ‘suediny 
9v9‘07S 6007SS-S AjIsJaAlU a}eIs EWOoYe|xO 
saunypuadx squaidigaiqns 0} JUnNOWY d9ysnjD juawdojanaqg pue ydiessoy 


TZ0z ‘O€ auns papug sea, jeds!4 ayy 104 
spsemy |eJapad JO Sainqipuadx] jo ajnpayss 
eUeUO|| JO 3}e1S 


A-222 


*a]Npayds siy} yo wed jesZa}U! Ue aie Sa}OU BulAUedWOdIe ay 


S€6‘09S TO-ZVLE9-9 — Ajsuaalun a3e3g OpesJojoD 
96L‘97V'TS T8€‘9ntS juawidojanaq pue yoieasay snoaue||aosi| = GUST 
SNOSUE]IISI|A] 
ZOTS Wa sAS UO!I}eEAJBSUOD adedspue]|CUOHIEN 8YZ'ST 
009‘Z0vS juawaseue| adinoseay ayl|PIIM = L77°ST 
v69‘ELS uol}Da}O1d pue AyjenyH jeyuUaWUOIIAUG YEZT'ST 
SZL‘ZES salpnjs pue ydjeasay ajijq PUB/PIIM =ZECST 
0€8‘7Szs juawaseue| adunosay UOIJEAIASUOD Jue] PUe asIPIIM ‘YSIY TEST 
SvS‘900S UdWaseuUel JUL] SNOIXON pue dAISeEAU| OEZ'ST 
887‘06TS jUdWaseue| SAdUNOSAaY |edSo0jOJUOajed pue jeinyjny vZ7'ST 
yuawaseue|] pue7] yo neaing 
(9v8‘TZS) uoljeonpq Ajiwey pue pjiyd uelpul = E7O'ST 
(8EZS) TO-6T-YEN  a8aj|]OD !leuazooy YsIjes 
spue] uelpuj uo Aujsas04 = GEN'ST 
uolzeonpy uelpu| jo neaing pue sulejjyy UueIpu| jo neaing 
YOIMSLNI FHL 4O LNIWLYVddG 
€L7‘Z97$ IWLOL ILVLS JO LNINLYVdIG 
€L7‘797S TO-NSW-WALS-OZA4 = PseOg saBueyoxy °g YJeasay |eUO!}eUJa}U] 
SJOYIeD]I - SWeJISO1d asueyoxq dIWsepesIVY SOV ET 
salejpy jeanjyjn> pue jeuolzeonpy jo nesing 
JLVLS JO LNAWLYVd3iG 
TS9‘LIT$ IWLOL FDILSN AO LNINLYVdIG 
TS9‘ZTTS S]UPID paloid juawdojanaq pue ‘uonenjeaq ‘yoseasay 9II}SNf JO 9}NZIYSu] [EUOIeN 099'9T 
swejs0l1d 9I!I}SNF JO BIIJJO 
JDILSNE JO LNAWLYVd3iG 
782‘T22‘60$ IVLOL SIDIAYIS NVIAINH GNV HLIV3H 4O LNINLYVdId 
989'VES Ajunop ayeysen 


sjueld Wess0ig Woddns saijilunwiwoy aa44-3NIq §=9/7'E6 


600‘8vS TO0-98SZ sjooyuds 8uluUMOIg 
DOUBIIJIUBIS [EUOIJEN Pue [eUOIZaY JO SPa[Oig SADIAJBS YYedaH |eUa\] pue asnqy adueIsqns EvZ'EG 
UO!}JEAISIUIWUPY S2adIAJaS YYeaH jejUa|\J pue asnqy aduesqns 


sainjipuadxy sjuaidisaiqns 0} junowy Jaysnj> JUaWdojaAaqg pue Yydieasay 


TZ0Z ‘O€ Auns papug sea, Jeds14 ay} 404 
spuemy |eJapa jo sainjipuadx] jo ajnpayos 
Bue OIA] JO 23215 


A-223 


SSts 
798‘7TS 
S6T‘8ZS'‘TS 
S98'T9TS 
07ZO‘8v$ 


$99'SZTS 
L66'VS 
T8v‘7s 
609‘78T'TS 
6rr'TS 
€EE'SS 


690'8TS 


88S‘EVS 


*ajNpayds siy} yo yed jesZa}U! Ue ae Sa}OU BulAUedWOdIe aYL 


QTS-6TAI-D4G] = aWeD pue Ysij jo JuaWedaq OYep| 

C8TCVT-VOI-OCC = OSIIPIIAA PUE SxIEq OPEJOJOD 
UO!JEINPA J9}UNH JIseg pue UO!EIONSAY NPI TLO'ST 
BOURIsISsY JUBWATeUe| a4I/P|IM Pue YsI4 809'°ST 

778700 jUuawyedag ysi4 pue awed SUIWOAM 
uolyes0ysay Ysiy WOdS G09'GT 


S21NaS asIIPIIM pue Ysiy °S"N 


uol}jeonpy pue ‘YydeasjnC ‘UO!}Da}OId ‘UOIJEAIDSUOD BIIAIBS AJed JEUOIEN VG6'ST 
WN-O67r00T  sulwoAmMm jo Ayssaniun 
LOOS-v8r0-0ZV ZN eJueS ‘elUsO}]eD Jo AzISuaAlUn 


Wayshs Jed JEUOIJEN ay} JO SAdsNOSAaY — SWeIZOJg BUJUIeEJ] PU YDIeAasay aAl}e4ado0} SH6'ST 


uolqIa}OJg Pjayajyeg UeWaWY 9Z6'ST 
S8dIAJaS UO!EAJaSald |ENUYI9L ST6'ST 


v9V'vES 
€0v‘TTS 
S60‘6TS 
SLL‘6ES 
LVE'68TS 
806‘T9TS 
9S0‘80TS 
9S7'8rS 
(097‘TS) 
868'Z9TS 
SSL'VVS 
vLO'Tvs 
(ver‘Ts) 
968'TES 
668‘0SSS 
TLE‘@2S 
088$ 
7982S 
77Z'8872S 
000‘0Z$ 
saunypuadxy 


|dIAJaS yueg |eUONeN 


sjuaidisaiqns 0} Junowy 


COO'CLTEE = saveloOssy DYUY 
SOO’CZTEE sSeyeloossy DYUY 

TO'CLTEE sazelsOssy DYY 
LOO'CLZTEE seyeloossy DYUY 


OETOOT Atlsuaalun ayes puelyod 
GvTOOT Atisuaalun ajeis puelysiog 
Z9ET AlIsuaAlu a3eI1S PUe| Od 
Z8TOOT T9ET Adssantup aze3s puel|od 
Q9O0000T Ailsuaalun aye1s puelyod 
T00/Z000S + 971 ‘JeJUaWUOLIAUA Od 


v O1 900° C000S 
SSv040Z9010VT TO0/Z000S 


971 ‘Je}U@WUOIIAU] Od 
971 ‘JeJU@WUOIIAU] Od 


TOO'ZO00S §= TT ‘Je}UaWUOIIAUA Od 
EOO'ZZTEE “DUI YEO 

V-VWZTZO1  Alisuaalun ajeys U0Sa10 
V-VZTEZO1 Alissanluf a3e1s UOZII0 
V-VSOZO1 = Alisuaalun ajeys UOSa10 
V-V977ZZ01_~— Ausuaaiun aze3s UOZa10 
V-VEEZOT Alisuaalun ajeys UOS210 


6TAI-9CO-LI = PAMaSauNnjeN 


TZ0Z ‘O€ Auns papug sea, JeIs14 ay} 404 
spuemy |eJapa jo sainjipuadxy jo ajnpayos 


Bue UO] JO 9}L}S 


Jaysnj> JUaWdo]aAaq pue YydJeasay 


A-224 


*aj/Npayds siy} Jo wed jeuga}ul Ue aie sajyou BulAuedwodse ay 


S8L‘79S uoleAJasaid eyeq jedIsAydoayd pue jed130jOayH jeuoieN vL8'STt 
O€S‘LvrS SUUN Ydjeasay aAlje1ado0D = ZT 8ST 
06Z‘T8rS Ssuldde 180}0aH anizesadoos jeuoiyen OT8'ST 
TE6‘EZES UO!}Da}}OD eJeq pue YJeasay AdAINS jed130}09H “Sf = 8O8"ST 
7T6‘8S$ aouUR\sissy WeISO1d SpuezeyH ayenbyweq /08'ST 
vIE‘LOTS Saynyjsu] Yeasay sadinosay Ja}e/A\ a}e1S OF BDUEISISSY SO8'ST 
Aadains |e2130|0a5 *s*f 
VLT‘TS6S SHU SalpNnys Waysksodq aAyeJadooD = 89 ST 
7SC'TTS AJO}UdAU| SPUR]JaM JEUOIIEN  S99°CT 
S8S‘O0TS DIUEASISSY PUP UO!JEUIPIOOD OIPIIM PUe YSI4y = 799°ST 
O8Z‘7@IS spuny Uo!pV UO!}eAJaSUOD a}ep!pUeD - Saldads pasasuepuy 099'CT 
Lvc‘9SES TO-870-0090-6T S4ed pue ‘Ysi4 ‘awed jo JuUaWeda|q e}oyeq YINOS 
vEs8‘6SrS spuny uoljeyuawajduw| AaAoday — UO!JEAJASUOD Saldads pasasuepuy /S9°ST 
98‘97ZTS UOIJEAJBSUOZD PUe JUaLUSSASSY ‘SULOWUO] Pulg AJOWeIZIA, ~SS9°ST 
609‘0€S SJUBWBIULYU Wa SAS BBNJaY SI P|IM JEUOIIEN  7S9°ST 
6E7‘0ES sainqua, jwulor pslg AdOJeUZI] «= ZE9'ST 
78S‘8SS €£O0€00 jUSaWyed~aq uUsi4 pue awed SUIWOAM 
€LS‘Stv$ GvI-6T awed pue ysi4 Jo Juawedaq eysely 
SJUCID SHIIPIIM 9321S =VEI'ST 
6997S LE-6TOZ asualjeyD 100})9e|g 
S}IIPIIM Pue USI4 JOJSUdUed TE9'ST 
T06‘9S 8v8660-€6 sSeadnosay jeinjeN JO JUBWYeda|G ajeIS UOIUIYSeM 
(tvz‘TS) pun uoljeAsasuoz salads pasasuepug anijesadoo) = ST 9ST 
ETS‘OES CTOMIOSIET =F FOE YINOS JO 9}e4S 
S90°E7S B800M90SD6ET = &}OH}EQ YANOS jo 9}e}S 
7LL‘S97S €-4-89-M =. Ua edaq Ysi4 pue awed e}0,eq YON 
TLE‘ZITS jUaWedaq Ysi4 pue awed ejoyeq YON 
09T‘99S @-ZZE  UOdl}eAJaSUOZ Jo JUaWYeda|qQ LUNOsSsI|\| 
ZE6‘SS ZLV-WD - UOIZeANBSUOD JO JUBLUJed|G LNOSSI|A| 
v88‘TSS 000‘SZS @-69€ UOl}eAJaSUOZ Jo JUBWYeda|q LUNOSSI|\| 
Z6T‘6SS 6ZOTSTOZ-VIN-D4AGI «= AWD pue ysly jo Juaedaq OYep| 
vEE'TES 8E0-T7Z02 / 60S-OZAJ-D4ACI] = PWD pue ysij Jo JUaWJJeEd|aq OYep| 
GE9‘ES 6ZOTSTOZ-VIN-W4GI = awed pue ysi4 jo JuaWeda|aq oYep| 
saunypuadx squaididaiqns 0} JunowY Ja}sn|D JUaWdoOjaAaQ pue YdJeaSaYy 


TZ0z ‘O€ aunf papug sea, jeds!4 ayy 4104 
spsemy |eJapad JO Sainqipuadx] jo ajnpayss 
eUeUO|| JO 3}e1S 


A-225 


ser'zs 
8T6‘GES 
v0zs 
veo'EzS 
08Z‘9ES 
76S‘6TS 
Szv‘L9$ 
TL9‘@vS 
780‘0zS$ 
BTS 
(LETS) 
€68‘6ES 
TZE‘97S 
L06‘VSS 
€TS‘GELS 


TLS‘L7TS 


98Z‘T0S‘ZT$ 


€ev‘L7s 
SOT‘6S 
L97'77S 
ELT'LS 
T9Z‘0ZS 
OVT‘LES 
L8S‘9€S 
€9L'87S 
600‘8S 
006‘9$ 


600‘77S 


saunypuadx 


€v6'VZS 


T7E‘LECS 


*a/Npayps siy} yo Wed jesZaqzul ue ase sa}ou SulAuedwodde ayuL 


€0-9T0ZGS O8ZITE uOl}eyodsues, yo UaWJJedaq e}0xeq YyINOS 

GO NSVL€08-8T-TOZd uoleyodsued) Jo JuaWedag epenan 

LO SVL EO8-8T-TOLd uoleyodsued) Jo JuaWedag epenan 

TO NSVL €08-8T-TOZd uoleyodsued) Jo JUuaWedag epenan 

ZO NSVL €O8-8T-TOLd uoleyodsued) Jo JuaWedag epenan 

vO XSW €08-8T-TOZd uolyeqodsues| yo yuawedaq epersn 

90 NSW €08-8T-TOZd uolyeqyodsues| yo yuaWedaq epensn 

GON YANO YOM ZZEEOOT = uoleodsued| Jo JuaWIJedaq eJosauUII 
L7SvvOL uolyeyuodsues] Jo JUaWyeda|aq eJOSaUUI || 


v ‘ON Y3GYO NYOM ZZEEOOT =oneyodsues jo JuaWedaq eJOSSUUI\ 
TO-9T0Z uolneyodsuesl Jo JuaWJedag OYep| 


OZLOVS9 uOl}eWOdsued] Jo JUaWIeda|q elUsO}IeD 
ZLLOVS9 UOleyodsuedl Jo JUaWeda|g elUsOyI|eD 


T-ILLW-WMHAZS97 = dnoip snuipe 
Wwei3OJd JUBWdOJaAaq pue ydJeasay AemysiH 00707 


uonejysiuipy Aemuysip jesapa4 


a9Ua]|99xq JO S4ajUaD UO!JeWOdsueL] UIY G6OT'OZ 


TWLOL YOlWFLNI FHL AO LNINLYVdIG 


sjuaidizaiqns 0} Junowy 


uo!es}SIUIWUpY UO!eIAY Jesapa4 
NOILVLYOdSNVUL JO LNAINLYVdId 


YIOMJON BULOUUO|| J2}e/M\-PUNOJD |EUOIIEN O86'ST 


O89Tv0dd/Z9600TISMN 
L6T9vVOdd ZE00TISMN 
T89Tv0da/Z9600TISMN 
L6T9VOdd LE00TISMN 
9L06v0d4 Z600TISMN 
SZL06v0dd Z600TISMN 


uoywulyseM Jo AyisuaAluy 
uoywulyseM Jo AyisuaAiuy 
uoywulyseM JO AyisuaAluy 
uoywulyseM Jo AyisuaAiuy 
uoywulyseM Jo AyisuaAluy 
uoywulyseM Jo Ayisuaniuy 


SS7Z6SST/SS9ZIETOOT Od = Japjnog OpesojoD jo Ayssanluy 
TZZSVVTOOT Od LV66SST Jap|nog opesojod Jo Aysuanlun 


€096SST 


opesojoz jo AysuaaluA 


$49]UaD BUI UOe|depy a}ewl|D |eUOIZaY pue |eEUONeN OZ8'ST 
TO-LA-8TAV = MalAedawy 
YdJessaYy Ppue YIed}NO UO!}eINpA Sulsuas 9}JOW sy pue]|CUOIeN STSSTt 


TZ0Z ‘O€ aun papug sea, JeIS14 a4} 404 
spsemy |esapa JO Sainyipuadxy jo ajnpayos 
Bue UO] JO 3325 


Jaysnj> JuUaWdojaAag pue Yydieasay 


A-226 


OSZ‘OTS 
TLO'TS 
6S‘7S 
O7@S‘TTS 
OTT‘ESS 
6TL‘SS 


TL6‘89TS 


€ST'VS 
676‘E0TS 


699'TS 


799‘LSS 
L80‘7SS 
9879S 
6988S 
LT8‘6S 
vEea‘@rs 
(TS) 
vLT'TES 
6L6‘ES 
v66‘6TS 
7vO'6TS 
L9@S 
TO9‘TS9S 
LIO‘vesS 
9SL‘LTS 
tes 
saunypuadx 


859‘SS 


LS6‘L7S$ 


000‘7Z$ 


squaidigaiqns 0} JUnNOWY 


*a/Npayds siy} Jo wed jega}ul ue aie sajyou BulAuedwodse ay 


OSEP-SLNVUD-ANS-TZOZ UOISsIWILUOD Ajayes IY 4ed] UOJBUIYSeEM 
vOOv-LOVYULNOD YOGNIA-0Z0Z == UOISS|LULUOD Ajajes I1J4e4] UOIUIYSeM 
889E-DV-OZOT UOISsIWLUOD Ajajes I1YJed] UOIZUIYSe/ 
8977 -SINVUDENS-TZOZ — UOIssIWILUOD Ajayes IYy4Je4] UOJBUIYSeEM 
QETVIA VOOV-LOVULNOD YOGNIA-0Z = UO SsIWULUOD Ajayes d1jjes] UOJSUIYSeN 
ESEV-SLNVYD-GNS-TZO7 #LIAFOUd == UOISSIWIWOD Ajayes dIyJes] UOISUIYSeN| 
swessoid Ajyayes AyOlig |EUOIIEN 9T9'0Z 
sjUdWadaIBY aAI}eJad007 
pue sjuely Ajajes Aveuoljaosiq (VWSLHN) uolqzeaysiuiwpy Ajayes diyJer) AemuysiH |euo!eN 
GVZI6LZL uoljewodsuedsl Jo JUaWedaq e}OYeq YON 
LSSTOOOENS ET6 LINN ST-SLA = 99UA!DS JO salWapedy jeuolieN 
Ayayes Aemysip Aylunwwoz pue a3e31g ~=009'0Z 
uolzesjsiulupy Ajayes ayes Aemusip jeuoieN 
T600ASSSET = =JeUO!}eUse}U] 49| 
Sulules] pue ‘aoueysissy jeduUda| ‘Ydeasay UO!eWodsuesl WGNd ~LTS'0Z 
uo} esjsluUlWpy Wsuesl jesapa4 
CT9VO80000-TOOSN = 93NIISU] [elWowal] a]ja}7eg 
STZL9080000-TOOSN = 93NZISU] [elWoway ajja}Veg 
T INI1 CT9VO80000-TOOSN §==93NUISU| JeELOWAa| ajja}1eg 
uoljeonpy pue sulujesy AemySIH STZ'0Z 
LLVTYD uoljeyodsuesy Jo Aduasy JUOWIA/ 
6TZ9OSY BulWOoA; Jo 33235 
QOEZOOT uolejodsuel] Jo JUaWed|q eJOSaUUI\ 
T-X vI8TOd uoljeWodsues jo JUaWYedI|G pue|AeEWy 
yauiqe> uoneyodsues, AyonjUay 
(06Z)S-4dL Uoneyodsuesl Jo JUaWIed|aq emo} 
(SEv)SG-ddL UoeVodsuell Jo JUaWIed|aq emo} 
UO!}EAJBSUOD adedspue] aBe7 JO} Ja}UaD 
uoljon4ijsuoD pue Buluue|g AeMUZIH SOZ'0Z 
EL YSVLZELIL uoljejodsued) Jo JuaWwYedaq aje}s UOJSUIYSeM 
VI ASVL ZEZ9L =uol}eJodsued) Jo JUaWYedaq aje}s UOJSUIYSeEM 
ZT SVL ZEL9L = uoleJodsued) Jo JUaWYedaq ajeIs UOJSUIYSeM 


vt9'0¢ 


Jaysnj> JUaWdojanag pue ydjeasay 


TZ0z ‘O€ aunf papug sea, jeds!4 ay 404 
spsemy |eJapad JO Sainqipuadx] jo ajnpayss 
eUeUO|| JO 3}e1S 


A-227 


vES‘ELES 
6S7'LTS 
Sts 
LS0'v2$ 


€80‘LTS 
TL9‘E7S 


LVS‘97S 


OvS‘8S 
6IT'TZS 


TZ6‘69TS 
S8r'vvsS 
£76'0@S 


8SL'TELS 


8SZL'TELS 


68T‘ET$ 


68T‘ETS 


Tv0‘000‘v$ 


089‘8S7‘TS 


saunypuadx 


*aj/Npayds siy} Jo wed jega}ul ue aie sayou BulAuedwodse ay 


TWLOL ADNIDV NOILIILOUd IWLNINNOUYIANT 


WetZO1d (YGYD) UOIeJOIsaY Ulseg JAAlY eIGUIN|OD 796'99 
LOZOOOO0ENSY = AlsJaAlUA aeIS EUOZIY 

sjues uoljeonpgz jeyuUsWUOIIAUZ = TS6°99 

SJUBID BdUeIsISSY JUBWATeUe|| B}SEMM P!|OS 808'99 
ETS-9T-6T8T ada|joD auld 


sjUuaWaaI3Y aAljeJado07 IIj1I9adS-aIIS aqI] UEIPU] PUe ‘UOISIAIPGNS |e9!31]}0q ‘8123S punJiadns 708"99 


salpnis 
9TL'99 


pue ‘suolzesjsuowag ‘Sulules) ‘YdeasiNG ‘UOIZeINPA d1/qQnq ‘BuO WUO| ‘JUaWdoOjanaq ‘Ydeasay 
Ayiqeuleysns 10} uoadwo5 uslsag JuapNys |euo!IeN :puemy Ed 9TS'99 


IWLOL SUIVIAV SNVAFILIA JO LNINLYVdIaG 


IWLOL AYNSVIYL IO LNINLYVdIG 


IWLOL NOILVLYOdSNVUL IO LNINLYVdIG 


TIZ‘606$ 


squaidigaiqns 0} JUnNOWY 


TOLST9E8 /GMVHE ODIXAIA] MAN Jo AjisJanluN 
WesIZ01dg Yeasay (YVILS) SINSaYy aATIUIY O] BDUdIIS ~G0S'99 
s]UeID JUaWUdOjaAaG WeISOJg puelJaM |EUOIZAaY T9999 
vss  Aqyend jeyuawuosAUg Jo JUaWed|ag OYep] 
€T9S Ayjend jeyUawUOIIAUW JO JUaWed|q OUep| 
spafoig payepuep Ajjeuoissai3u0D =Z07'99 
ADNADV NOILDILOUd 1V.LNIIINOYIANS 


juawidojaneg pue yeasay S079 
49}Ua) UO!}eI}SIUIWpPY YYE2H VA 
SuIVddV SNVYALIA JO LNAWNLYVdIdd 


WejsO0Jdg SUOIINUSU [eINUeUI4 JUaWIdOJaA|ag AWUNWWOD QZO'TZ 
suolnzysu] jelsueUly yUaWdojaA|ag AyUNWWOD 
AYNSV3AYL AO LNAANLYVd4dd 


weig0Jd Sda}ua) UOI}eWOdsued] AyisyaAIUA TOZ'OZ 
Aleya199¢ BUY} JO BINJO 
Jaysn[> JUaWdojaAaQg pue YdJeasay 


TZ0Z ‘O€ uns papugq sea, jedSI14 ay} 104 
spsemy |esapaq jo sainyipuadx] jo ajnpayss 


BUeUO|| JO 3}e1S 


A-228 


*aj/Npayds siy} Jo wed jeugaj}ul ue aie sajyou BulAuedwodse ay 


666‘87S “DUI ‘9Sd/adedsouay BUu01S 

LS6‘TS V-LOO'EV6ET-OD-LSH 93NISU] BDUaIDS adODsa|a] adeds 

vO0‘”Ss V'TO00'Z09ST-O9-1SH e}Ny}suU| BdUa!IDS adodsaja| aveds 

GTT‘vS V-vOO'TSZVT-O9D-LSH 93NIJSU| BDUaIDS adoDsa|a] adeds 

7TE‘06S MIT8O66%  F3NUISU] YDJessay JSeMYINOS 

€96‘ZSTS TOO68-6AS AlojeAasqo jeaisAydoujsy Ue|UOSsU WS 

voo‘zss Xv6002-605 Alojensasqo jeaisAudosjsy UeluOsU}WUS 

(€Zv$) V9808T-L05 AlojyeAsasqo jesisAydoujsy UeIUOSYILUS 

(€62‘TS) X6906T-809 Ajojensasqo jesisAydouisy ueluOsU JUS 

GLT‘ES SITE DS ainywsul 114s 

6€9'STS Q96E0000ENS AtIsuaaluN UOJIULd 

TEO‘9ES “IU| BUIIDS BAIJIPId 

v00'8vr$ ZOLZOOOOT8 = UO!Je4OdJoD Ue] peay>907 

79E‘TITS €0-608HY AsojouYysa! JO ayNzIYSU| e1310aH 

6SS'‘TS T9-SvSO00-GMY AsojouYysa! Jo a}NjN4sSU| eI310aH 

LZE‘LLVS O90TY a8a]/0D YINow eG 

69T‘L7ZS SVITY a8a}]0D yinow eg 

7589S 6LO6P9T Asojyesoge] uolsjndodd jar ‘AZOjOUYIAa! JO ayNIYsuU] elUIO}/eD 

L96‘0€S LINN-SOZOTOOT = Alisuaaiur ajejs Uaal5d B8uljmog 

vrz‘Z8s 8EGdSS_ wINIOsUOD YdJeasay jedisAydoijsy 

vss‘Zs AwouoJysy Ul Yeasay JO} SAIWSUBAIUF) JO UO!EIDOSSY 

TES‘BEL‘7S €0T‘TvZs g9Us!I9S_ = TOO'EL 
T97‘8672S €ST‘ZOTS AZojouysa, aveds = ZLO'Ev 

NOILVYLSINIIGY J3VdS GNV SDILNWNOYAV IVWNOILVN 

OOE‘TTTS TWLOL SIDIAYAS AYVUSEIT GNV WNASNW 4O ALNLILSNI 

vs LZLZLZON ‘Od | d-@Z00G6 = Ayissaniun jexeiq 

L8v‘ZOTS wejbolg ueweiqiy Ainjued }s1.z ysng eine] = ELE"Sr 
6088S 7v8'ts s]UeId diusuepee] jeuoneN ZTE'SL 

SADIAUAS AYVYEN GNV WINASNW 4O JLNLILSNI 

STv‘ss TWLOL NOISIAIG SADIAYAS 1V4INID 

STY‘'SS Ayadoid |euossiad snjdins jeuapay Jo uoljeuoq = €00'6E 


NOILVULSINIINGY SADIANAS TWHANAD 
saun}ipuadxy squaidigaiqns 0} JunowY Jaysnj> JUadojanag pue ydjeasay 


TZ0z ‘O€ aunf papug sea, jeds!4 ay 404 
spsemy |eJapad JO Sainqipuadx] jo ajnpayss 
eUeUO|| JO 3}e1S 


A-229 


S6r‘E6S 
796‘SZS 
S9S‘LZ0'ES 
vrTt‘Tss 
TOT'vsS 
999‘ETS 
€77'TS8‘TS 


TrL'€$ 


THL'€s 


6L0‘616‘8$ 


vrL'8LTS 


6IO‘EVS 
LLv‘8@S 
OSZ‘ELE'TS 
TS8‘9LS 
6ET ‘OTS 
970‘LS 
Ovs‘ZTS 
7I8‘V8$ 
8rr‘EES 
788‘LVS 
EVE‘6SS 
78S 
66L‘9VS 
708‘6TS 
6726'S8S 


€LS‘8ZTS 
saunypuadx 


*aj/Npayds siy} Jo wed jega}ul ue aie sajyou BulAuedwodse ay 


(OLESSOVEST) 8S7SPOVEOZ aaxNeMIII|-UISUOISIM AqISJAAIUN 
JEIVZ8N AwouoJisy UI YDIAPVSOY JO} SOIPISIBAIUP) JO UO!EIDOSSY 
86L‘LLbS saoualos |edIsAYd pue jesjewayeW| 6/0'L7 
GSETTOOONENS UeSIYDIIA! JO AjisuaAlUn 
ULLS ASIN! SDIAINODA JALLVYDALNI «DTT ‘So}Wou0dg aalje41397U| 
€SOvTsSssay AYSJaAIU-) BAJISIY Ul9}S9/\ 9SeD 
TEE‘EES sjueld sulaeulsuy = Ty0'Lb 
NOILVGNNO4 JDNIIDS TWNOILVN 
TIVLOL SILLINVINNH FHL YO4 LNJINNMOGNG TVNOILVN 


6EONOZ eue UO! SalueWNY 
diysuauyed je1S/|esapay SalUCWNH a4} 4JO UONOWOJd 6ZI'SL 
SSLLINVINNH SJHL ¥Od LNSINMOGNS 1VNOILVN 
IVLOL NOILVYLSINIINGV JDVdS GNV SDILNVNOYIV IVNOILVN 


O@TZZ@vT Asojyesoge7 uolsjndoug jar ‘A80joUYda| JO AYNI}SU] ELWIOJeD 

jUaWdojanag pue Yydeasay snoaue||adsi|\| ayer 

SNOSUB]/IISI|A 

woddns Aduasy ssold §=G00'EL 
‘Jul ‘Sayeloossy axUPH J9/1101S 

€89'87S$ uoleonpy =g00°Er 
Z8TETOdS/6L889SMN UoyUIYseM JO AysJaAIUN 
Z8TETVdE/6L889SMN uoysUIYseM JO AzsuaAIUN 
€6729S Odd VELZTISMN = UOYSulysem jo AjissaniuN 
TOL8EvLOOV e}OSeUUI Jo AyssaAlUn 
VT96OTO-0Z sHesnysesse Jo AyssaAlun 
ZEvaLE puejAsep) Jo Aysuanlun 
(LyvS9TTOOTOd) ZZ7SZSST JaAUaq Opesojo9 Jo AyssanluN 
VCOPESTYNN /OT9ZSST JaAuaq OpesojoD Jo Aysuantun 
BVEOIST/SOTE9VTOOTOd 48AUaq OpesOjOD Jo AyssaAluN 
Z800-8T SVN = eSeIV JO AyssaAlUN 
O6ZZOOGMVENS Ydieasay dUaydsow jy 104 UO!JeIOdIOD AysuaAlU 
spnpojdolg ajqeulejsns 
NSW ZOULSAVW-SIG = *9U| ‘SaqeIossy ayxUaH 49113015 

squaididaiqns 0} JunowY Jaysn|> JUaWdojaAaq pue YydJeasay 


TZ0z ‘O€ aunf papug sea, jeds!4 ayy 4104 
spsemy |eJapad JO Sainqipuadx] jo ajnpayss 
eUeUO|| JO 3}e1S 


A-230 


*a]Npayds siy} Jo wed jega}ul ue aie sajyou BulAuedwodse ay 


SOL‘6CTS SELTEOIT/L68Y/968Y 93a||0D yynow Ye Jo saajsn4y 

9ZE‘LvVS VO-8T NSIN-LIISGS S@UII\| JO JOOYIS e}Oeq YINOS 

€€6‘8T7S OT-OZ-NSI-LINSGS = SAU! $0 JOOYDS e}0eq YINOS 

GLC‘TES TO-VSTE-6TOZ —Adissanlun azejs euljoueD YON 

895'69€'9S €88'89E'TS SAINAIDY BA!}e41391U| JO PIO  €E80'LV 
8VE‘9S SulJaouIsUq PUB BIUDINS JEUO!IFEUIIU] JO BIIJJO 640° LV 
L8T‘EOES LE6‘7TS SWeISOld Je|Od = 8Z0°Lt 
LTS‘6S 8607009 ZOZTET Adisuanluf aye3s UOWUIYseM 

€68'8S OOTVOOD ZOZTET Adsuanluf aye3s UOWUIYseM 

S9S‘T9S LE9978T GYH ada|joD jeua}ooy ysi|es 

OOL‘TS €00-WON-6T-ONS a3a|joD !eua}00y Ysi|es 

6TL‘STS SL0-0Z0Z ON VOW = Atsuaniun ayers Aen 

060‘€9S VYNVLNOWTOTVOTOYN Ajlsuanlun ayeys uesIYI\ 

v99‘ZTS T68-OTZ-8-E VVIN, eda Jo UO!}e[DOssVy jeoI}eWaYiel| 

GOv‘EES G-20L96 = Ajsuaalun aze3g OpesojoD 

068$ aBal/OD ayluy [ING Ja!yD 

766‘8ETS EGLE-NSIN = aBa]OD epoyeNn yiuey 

669‘6T ‘7S vS9'8S sadinosay uewWNH pue uoljeonpy «9/07 
O6r‘SETS EVE'88S sadinosay UeWNH pue uo!}eINpJ-6T-GIAOD 9Y9Z0°Lt 
8807S ZO-ETEZ = Atisuantun Aajjuag 

Gv8‘E79S 7L6°ESZS sa0ua|as JIWOU0DF pue “jesoineyag ‘“|eI90S = S/0'L 
799‘LES 6ZO-EEQTZZTT-AI-9T uol}e1S Yueasay UleJUNOW| AYD0y YaSN 

S98‘TES EL8TOZOOZ-OVEE SAIPNIS Wa}sAsod3 Jo aynz}sSu| AyeD 

LIL‘882'8S TE8‘ESZS saoualds |es0j0lg = 7LO0'Lv 
(€OZS) T-TVOOEID =SeX2] YON Jo Ayissaniun 

906‘6SZS SuLaaulsuq pue 90uUalDsS UO!FEWUO}JU] pue Jajndwoy O0LO'LV 
LEL‘LeS T6ET VN = eoue e HHeMeH Jo Ajsuaatun 

T68‘OvTS B80ESS8O000THOd/LEESSST JeaAuUaqg OpesojOD jo Ayssaalun 

v60‘0€S TE69S8O00T Od- 8EESSST Opesojod jo Ayssaniun 

L19‘OTS EZOGLB000T Od SSSSSST OpesojoD jo Aysuanlun 

Ov9'vTS ZOOBL-TS8EPS IIIA JEQO|D/Atsuanlun Ys!Yya7 

6S€'9S LIS-vT  Alisdaniun uoysulysem e3J0a5 

€9v‘TOE'ZS GS6‘TEZS saoual9soay §=0S0'L 
saunypuadx squaidigaiqns 0} JUnNOWY 49ysnjd juawdojanaqg pue ydiessoy 


TZ0z ‘O€ uns papug sea, jedsij ay 4104 
spsemy |eJapad JO Sainyipuadx] jo ajnpayss 
BUeUO|| JO 3}e1S 


A-231 


60S‘0Z8‘SES‘9S 
SS9‘T9‘08TS 
OEE‘ZTZ$ 


SEO‘ETTS 
€Sv‘SZs 
778‘87S 


GLE‘6T2‘8Z$ 


T98‘9ES 
900‘6T S$ 
vIE‘Ees 
668'TS 
saunypuadx 


*aj/Npayds siy} Jo wed jeiga}ul ue aie sajyou BulAuedwodse ay 


IWLOL SGYUVMV 1V4IGI4 JO SAUNLIGNIAdXI AO FINGIHIS 


IWLOL 4FLSNTD LNINdOTANIG GNV HIUVISIY 


TWLOL NOILVYLSININIGYV ALIGNIAS 1VIDOS 


TWLOL NOILVGNNOJ JINIIIS TVNOILVN 


TI8‘OTS 


squaidigaiqns 0} JUnNOWY 


0£90000000 oS! pe/|-UIsUODSIAA JO AlsuaAIUN 
6VTTOO0000 = UOsIpe|-UIsUOISIN JO AyIssaAlUN) 
vZv0000000 OSI pe|-UIsUOdSIN JO AysuaAIUN 
uoljesjsSUOWAaG PUue Yddeasay AysNdas |e1I90S 00°96 
NOILVUYLSINIINNGY ALINNDAS TVIDOS 


INN-608v00T BulWoA Jo Aysuaniun 

0S0-7860-2ZZ9-SZ _ xSEIGAN Jo Aysuanluy 

LSTLSOd = syuequiel exse|y Jo Ayssanlun 

ZEEGES syuequiey eysely Jo Aysuaniuy 
Jaysnj> JUaWdojanaqg pue ydJieasay 


TZ0Z ‘O€ uns papugq sea, jeISI14 ay} 104 
spsemy |esapaq jo sainyipuadx] jo ajnpayss 


eUeUO|| JO 3}e1S 


A-232 


STATE OF MONTANA 
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2021 


Note 1. Summary of Significant Accounting Policies 


Basis of Presentation 


The accompanying Schedule of Expenditures of Federal Awards includes the federal 
award activity of the state of Montana under programs of the federal government for the 
fiscal year ended June 30, 2021. The information in this schedule is presented in 
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (referred to as the “Uniform Guidance”). 


Because this schedule presents only a selected portion of the operations of the state of 
Montana, it is not intended to, and does not present, the financial positions, change in net 
position, or, where applicable, its cash flows for the fiscal year ended June 30, 2021. 


Significant Accounting Policies 


Expenditures shown on the Schedule of Expenditures of Federal Awards are reported on 
the modified accrual basis of accounting, except as noted below. Under the modified 
accrual basis of accounting, expenditures are generally recorded in the accounting period 
in which the liability is incurred. However, there are some payments, such as 
compensated absences, that are only recorded when the payment is due. 


Such expenditures are recognized following the cost principles contained in the Uniform 
Guidance wherein certain types of expenditures are not allowed or are limited as to 
reimbursement. Negative amounts shown on the schedule represent adjustments or 
credits made in the normal course of business to amounts reported as expenditures in 
prior years. 


The Montana University System uses full accrual accounting to report campus federal 
expenditure activity such as the Student Financial Assistance, Education and Stabilization 
Funds, and Research and Development programs. Certain other programs of the state, 
such as the Unemployment Insurance, Section 8 Voucher, and Section 8 Project-Based 
programs, also use the full accrual basis of accounting. Under the full accrual basis of 
accounting, expenditures are recorded when a liability is incurred, regardless of the timing 
of the related cash flows. 


Loan and Loan Guarantee Programs (Note 2), Federal Excess Personal Property (Note 
7), and the Department of Defense Firefighting Property (Note 8) are presented using the 
basis of accounting described in each note. The Books for the Blind and Physically 


Handicapped Program (Note 9) is not presented on the Schedule of Expenditures of 
Federal Awards but is provided as additional information regarding the types of donations 
received by the state as part of this federal program. 


The state of Montana did not elect to use the 10% de minimis indirect cost rate allowed 
under the Uniform Guidance. 


Coronavirus Relief Programs 


The state of Montana expended $2,124,534,188 under the various Coronavirus relief 
programs in fiscal year 2021. These programs are indicated by a “COVID-19” reference 
in front of the federal program name on the fiscal year 2021 Schedule of Expenditures of 
Federal Awards. 


A summary of the federal programs that received funding under the various Coronavirus 
relief programs is shown on the following page: 
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ALN# Coronavirus Relief Programs ies leks 
Expenditures 
10.250 Agricultural and Rural Economic Research, Cooperative Agreements and $4,725 
Collaborations 
10.542 Pandemic EBT Food Benefits $27,514,501 
10.557 WIC Special Supplemental Nutrition Program for Women, Infants, and $1,240,105 
Children 
10.558 Child and Adult Care Food Program $468,657 
10.559 Summer Food Service Program for Children $29,000,000 
10.561 State Administrative Matching Grants for the Supplemental Nutrition $155,412 
Assistance Program 
10.568 Emergency Food Assistance Program (Administrative Costs) $81,032 
11.611 Manufacturing Extension Partnership $175,013 
14.228 Community Development Block Grants/State's program and Non- $4,291 
Entitlement Grants in Hawaii 
14.231 Emergency Solutions Grant Program $2,551,796 
14.241 Housing Opportunities for Persons with AIDS $160,592 
14.871 Section 8 Housing Choice Vouchers $100,342 
16.034 Coronavirus Emergency Supplemental Funding Program $2,108,937 
17.225 Unemployment Insurance $565,892,687 
17.277 WIOA National Dislocated Worker Grants / WIA National Emergency Grants $154,227 
20.106 Airport Improvement Program $396,524 
20.509 Formula Grants for Rural Areas $17,448,893 
21.019 Coronavirus Relief Fund $1,136,109,048 
21.023 Emergency Rental Assistance Program $10,442,585 
21.027 Coronavirus State Fiscal Recovery Fund (CSFRF) $15,053,295 
45.025 Promotion of the Arts Partnership Agreements $424,400 
45.310 Grants to States $3,121 
47.076 Education and Human Resources $135,490 
59.037 Small Business Development Centers $655,569 
64.015 Veterans State Nursing Home Care $213,048 
84.007 Federal Supplemental Educational Opportunity Grants $2,000 
84.425 Education Stabilization Fund $94,522,394 
90.404 2018 HAVA Election Security Grants $222,373 
Special Programs for the Aging, Title VIl, Chapter 2, Long Term Care 
anes Ombudsman Services for Older Individuals $19,248 
93.044 ii Programs for the Aging, Title Ill, Part B, Grants for Supportive $699,571 
ervices and Senior Centers 
93.045 Special Programs for the Aging, Title Ill, Part C, Nutrition Services $1,943,566 
93.048 Special Programs for the Aging, Title IV, and Title Il, Discretionary Projects $1,454 
93.052 National Family Caregiver Support, Title Ill, Part E $358,170 
93.107 Area Health Education Centers $89,488 
93.136 Injury Prevention and Control Research and State and Community Based $473,957 
Programs 
93.268 Immunization Cooperative Agreements $3,942,598 
93.301 Small Rural Hospital Improvement Grant Program $927,478 
93.310 Trans-NIH Research Support $381,056 
93.323 Epidemiology and Laboratory Capacity for Infectious Diseases (ELC) $35,848,347 
Public Health Emergency Response: Cooperative Agreement for 
eid Emergency Response: Public Health Crisis Response 1,648,162 
93.359 Nurse Education, Practice Quality and Retention Grants $58,840 
93.498 Provider Relief Fund $3,583,539 
93.568 Low-Income Home Energy Assistance $355,126 
93.569 Community Services Block Grant $583,981 
93.575 Child Care and Development Block Grant $3,455,686 
93.665 Emergency Grants to Address Mental and Substance Use Disorders During $652,798 
COVID-19 
93.671 Family Violence Prevention and Services/Domestic Violence Shelter and $94,613 
Supportive Services 
93.747 Elder Abuse Prevention Interventions Program $1,761 
93.767 Children's Health Insurance Program $4,190,112 
93.777 State Survey and Certification of Health Care Providers and Suppliers (Title $342,493 
XVIII) Medicare 
93.778 Medical Assistance Program $69,994,744 
93.859 Biomedical Research and Research Training $13 
93.889 National Bioterrorism Hospital Preparedness Program $988,721 
93.917 HIN Care Formula Grants $40,156 
97.036 Disaster Grants - Public Assistance (Presidentially Declared Disasters) $42,045,221 
97.050 Presidential Declared Disaster Assistance to Individuals and Households - $46,572,237 


Other Needs 


Total Cornavirus Relief Programs 


$2,124,534,188 


The state also received $6,936,454 in donated supplies and equipment under Assistance 
Listing Number (ALN - formerly CFDA Number) #97.036, Disaster Grants - Public 
Assistance (Presidentially Declared Disasters). Of this amount, $4,087,031 was 
distributed to non-state entities. These amounts are not shown on the Schedule of 
Expenditures of Federal Awards. 


Families First Coronavirus Response Act 


Section 6008 of the Families First Coronavirus Response Act provided a temporary 6.2 
percentage point increase to each qualifying state and territory's Federal Medical 
Assistance Percentage (FMAP) under section 1905(b) of the Social Security Act. In fiscal 
year 2021, the state paid an additional $69,994,744 for the Medical Assistance Program 
(ALN #93.778). 


Food Distribution Program 


The amount reported for Food Distribution programs (ALN #10.555, #10.565, #10.567, 
#10.569, and #93.053) represents the dollar value of food commodities distributed to 
eligible recipients during the year. The U.S. Department of Agriculture provides the 
current value of the commodities used by the state to compute the amount reported. The 
amount of funds received to administer the program is also included in the reported 
amount. Montana also distributes food commodities to other states in the western region 
of the United States. During fiscal year 2021, Montana distributed $479,752 of food 
commodities under ALN #10.567 to other states. 


The state of Montana distributed $10,754,862 in commodities in fiscal year 2021. The 
June 30, 2021 value of commodities stored at the state’s warehouse is $5,752,070, for 
which the state is liable in the event of loss. The state has insurance to cover this liability. 


Minority Health and Health Disparities Research 


The amount reported for the Minority Health and Health Disparities Research Program 
(ALN #93.307) includes endowment funds of $9,375,000, along with interest earned on 
the endowment. The entire endowment amount is reported as expended each year, as 
the funds are restricted for the life of the endowment. 


Immunization Cooperative Agreements 


The amount reported for the Immunization Cooperative Agreements (ALN #93.268) 
includes the dollar value of vaccine doses received during fiscal year 2021. The state 
used the Centers for Disease Control's price list to calculate the value of doses received. 
During fiscal year 2021, Montana received 188,102 vaccine doses valued at $10,680,679. 
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Note 2. Loan and Loan Guarantee Programs 


The following loan and loan guarantee programs are reported on the Schedule of 
Expenditures of Federal Awards at their July 1, 2020 beginning loan balance plus the 
amount of any interest subsidy, cash, or administrative cost allowance received during 
fiscal year 2021: 


Federal Loan/Loan Guarantee Program FY 2021 Ending 


oid State Revolving Loans Balance 


66.458 Capitalization Grants for Clean Water State Revolving Funds $ 319,274,382 


66.468 Capitalization Grants for Drinking Water State Revolving Funds $ 182,779,058 


Total State Revolving Loan Programs $ 502,053,440 
ALN# Federal Loan/Loan Guarantee Program FY 2021 Ending 
Student Financial Assistance Balance 
University Loans 
84.038 Federal Perkins Loan Program_Federal Capital Contributions $19,262,938 
93.264 Nurse Faculty Loan Program (NFLP) $3,331 
Health Professions Student Loans, Including Primary Care 
ee Loans/Loans for Disadvantaged Students een ete 
93.364 Nursing Student Loans $2,350,002 


Total Student Financial Assistance Programs $21,874,544 


Perkins Loan Programs 


Under the Perkins Loan Extension Act of 2015, universities participating in this program 
are no longer permitted to make Perkins Loan disbursements after June 30, 2018. 
Institutions may choose to continue servicing their existing Perkins Loans until such time 
the institution’s outstanding loans have been paid in full or otherwise retired. Both 
Montana State University and the University of Montana have chosen to continue to 
service their current loans. 


Economic Adjustment Assistance Program 


The Economic Adjustment Assistance Program (ALN #11.307) consists of two separate 
awards, which are reported on the Schedule of Expenditures of Federal Awards at the 
June 30, 2021 ending loan balances. 
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The amount of loans outstanding as of June 30, 2021 is $318,254 for award number 05- 
19-02445 and $3,082,439 for award number 05-79-73005. The calculation for each of 
these loan balances is as follows: 


Award Number: 05-19-02445 

State Name = EDA Revolving Loan 

Federal Grantor = US Department of Commerce 

Federal Program Name = Title IX SSED Revolving Loan Fund 
Federal Catalog Number = 11.307 


RLF Loan Balance FYE 2021 $ 262,407 
Cash & Investments FYE 2021 $ 185,838 
FY 2020 Admin paid out of RLF Income $ : 
Unpaid Principal of loans written of during FY $ - 

$ 448,245 
Federal Percentage 71% 
Federal Share of Revolving Loan Fund $ 318,254 


Award Number: 05-79-73005 

State Name = EDA Revolving Loan 

Federal Grantor = US Department of Commerce 

Federal Program Name = Economic Adjustment Assistance 
Federal Catalog Number = 11.307 


RLF Loan Balance FYE 2021 $ 5,050,071 
Cash & Investments FYE 2021 $ 1,089,475 
FY 2021 Admin paid out of RLF Income $ 259,092 
Unpaid Principal of loans written of during FY $ - 

$ 6,164,878 
Federal Percentage 50% 
Federal Share of Revolving Loan Fund $ 3,082,439 


Other Federal Loans 


The following loans, originally funded through federal programs, do not have any 
continuing federal compliance requirements imposed on the state, other than the loan 
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repayments. These loans are not reported on the Schedule of Expenditures of Federal 
Awards: 


Tongue River —Northern Cheyenne Tribal Loan 


The Northern Cheyenne Tribe and the Department of Natural Resources and 
Conservation entered into an agreement on July 1, 1994 in which the tribe agreed to loan 
the state of Montana $11,300,000 of federal funds appropriated as part of the Northern 
Cheyenne Indian Reserved Water Rights Settlement. The loan is to assist the state in 
financing costs of the Tongue River Dam project. No expenditures of tribal loan funds 
were incurred on project costs during fiscal year 2021. The amount of the loan 
outstanding as of June 30, 2021 is $4,925,641. 


Middle Creek Dam Rehabilitation Project Loan 


The Department of Natural Resources and Conservation and the U.S Department of the 
Interior, Bureau of Reclamation (BOR), entered into an agreement on September 21, 
1990. The BOR agreed to loan the state of Montana “...a sum of money not to exceed 
the lesser of (1) $3,023,925 plus reimbursable interest during construction, or (2) the 
actual cost of the project, including reimbursable interest during construction...” The total 
loan repayable is $2,990,129, and reimbursable interest during construction is $281,857. 
As of June 30, 2021, the loan outstanding is $1,600,735, and reimbursable interest during 
construction is $158,293. 


Note 3. Type A Federal Programs 


The state of Montana issues a biennial single audit report. The Montana Single Audit 
report for the two fiscal years ended June 30, 2021 will be issued by May 31, 2022. 


The Type A program threshold will be determined based on actual expenditures incurred 
during the two fiscal years ended June 30, 2021. 


Note 4. Assistance Listing Number 


The Assistance Listing Number (formerly CFDA number) is a unique number assigned to 
identify a federal assistance listing. 


The complete Assistance Listing Number is a five-digit number, where the first two digits 
represent the federal agency and the second three digits represent the program. 
Programs with an unknown ALN number were assigned a number in the format **.UXX or 
**- RD. Also refer to Note 13. 
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Note 5. Program Clusters 


As defined by 2 CFR section 200.1, a cluster of programs is a grouping of closely related 
programs that share common compliance requirements. Except for the Student 
Financial Assistance Cluster, clusters of programs are presented on the Schedule of 
Expenditures of Federal Awards either within their respective federal agency (for non- 
research and development programs) or by federal agency and major subdivision (for 
research and development programs. 


Student Financial Assistance Cluster 

Amounts reported for the Student Financial Assistance Cluster include programs 
administered by both the Department of Education and the Department of Health and 
Human Services. These clusters are shown separately, within their respective federal 
agencies, on the Schedule of Expenditures of Federal Awards. 


The combined Student Financial Assistance Cluster includes the following programs: 


ALN # Student Financial Assistance Cluster a a) 
Expenditures 
84.007 Federal Supplemental Educational Opportunity Grants $1,721,057 
84.033 Federal Work-Study Program $1,634,018 
84.038 Federal Perkins Loan Program_Federal Capital Contributions $23,678,953 
84.063 Federal Pell Grant Program $36,026,968 
84.268 Federal Direct Student Loans $141 ,309,606 
Teacher Education Assistance for College and Higher Education Grants 
eaote (TEACH Grants) eee 
93.264 Nurse Faculty Loan Program (NFLP) $6,062 
93.342 Health Professions Student Loans, Including Primary Care Loans/Loans for $276,427 


Disadvantaged Students 
93.364 Nursing Student Loans $2,767,378 
Scholarships for Health Professions Students From Disadvantaged 
siaiea Backgrounds - Scholarships for Disadvantaged Students (SDS) pianos 


Total Student Financial Assistance Cluster $207,749,749 


Note 6. Research and Development Grants 


Research and Development includes all research activities, both basic and applied, and 
all development activities that are performed by a non-federal entity. Research is defined 
as a systematic study directed toward fuller scientific knowledge or understanding of the 
subject studied. The term research also includes activities involving the training of 
individuals in research techniques, where such activities utilize the same facilities as other 
research and development activities, and where such activities are not included in the 
instruction function. 
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Development is the systematic use of knowledge and understanding gained from 
research directed toward the production of useful materials, devices, systems, or 
methods, including design and development of prototypes and processes. Federal 
awards that meet the research and development criteria are listed in the Research and 
Development Cluster. 


Note 7. Federal Excess Personal Property 


The state of Montana receives Federal Excess Personal Property (FEPP). The title to 
this property remains with the federal agency. In accordance with General Services 
Administration guidelines, the amounts are presented at fair market value at the time of 
receipt by the state, which is determined to be 23.34% of the original acquisition cost of 
the property. 


Property received under ALN #81.UXX, Miscellaneous Non-major Grants, is shown at its 
fair market value at the time of receipt. 


The following is a list of the FEPP received by the state of Montana during fiscal year 
2021. The negative amount reflects property sold (title transferred at public sale) or other 
disposition. 


ALN # Program FY 21 FY 21 Ending 
Amount Inventory 
10.203 Payments to Agricultural Experiment Stations $5,415 $129,993 
Under the Hatch Act 
10.500 Cooperative Extension Service $0 $3,157 
10.664 Cooperative Forestry Assistance ($4,517) $4,483,019 
10.UXX Miscellaneous — Non-major Grants $0 $136,426 
15.UXX__ Miscellaneous — Non-major Grants $0 $3,553 
39.003 Donation of Federal Surplus Personal Property $164,080 $357,884 
81.UXX Miscellaneous — Non-major Grants $0 $2,370 
43.UXX Miscellaneous — Non-major Grants ($4,376) $660,814 
47.UXX__ Miscellaneous — Non-major Grants ($7,877) $114,737 


Note 8. Department of Defense Firefighting Property 


The Department of Natural Resources and Conservation (DNRC) receives Department of 
Defense Firefighting Property (FFP). The title to this property is transferred to the DNRC. 
In accordance with General Services Administration guidelines, the amounts are 
presented at fair market value at the time of receipt by DNRC, which is determined to be 
23.34% of the original acquisition cost of the property. The following is the value of FFP 
received by the state of Montana during fiscal year 2021: 


ALN # Program FY 21 FY 21 Ending 
Amount Inventory 
12.UXX__ Miscellaneous — Non-major Grants $140,212 $3,360,350 
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Note 9. Books for the Blind and Physically Handicapped 


The Montana State Library receives “talking book” machines, cassette books, 
accessories, and magazines from the federal government under the Books for the Blind 
and Physically Handicapped Program (ALN #42.001). These items are then distributed to 
provide library services to blind and physically handicapped individuals. The federal 
government retains title to these items. The approximate value of the items in inventory 
(not distributed to individuals) on June 30, 2021 was $929,210. 


Since this program is considered a federal “use of equipment” agreement, the 
accompanying Schedule of Expenditures of Federal Awards does not include this 
amount. 


Note 10. Unemployment Benefits 


The unemployment compensation system is a_ federal-state partnership. State 
unemployment insurance laws must conform to certain provisions of the federal law. 
Federal funds are expended for administrative costs. State unemployment taxes must be 
deposited into a state account in the Federal Unemployment Trust Fund and are used 
only to pay benefits. State Unemployment Insurance (UI) funds, as well as federal funds, 
are included on the Schedule of Expenditures of Federal Awards. 


The following schedule provides a breakdown of the state and federal portions of the total 
expenditures recorded for the Unemployment Insurance Program (ALN #17.225). 


State Ul Expenditures $ 180,116,013 
Federal Ul Expenditures 578,239,171 
Total $ 758,355,184 


Note 11. Subgrants to State Agencies 


Federal assistance transferred from one Montana state agency to another Montana state 
agency is shown only once on the Schedule of Expenditures of Federal Awards. 


Federal assistance received from non-state sources, which are considered subgrants by 
the awarding agency, are treated as pass-through grants to the state. These pass- 
through awards are listed below the direct federal awards reported on the Schedule of 
Expenditures of Federal Awards. Pass-through grant numbers are included for those 
awards that were assigned an identifying number. 


Note 12. Subgrants to Non-State Agencies 


Federal assistance transferred from a Montana state agency or university to a non-state 
agency, such as a city, county, tribal government, or nonprofit organization, is identified in 
the Amount to Subrecipients column shown in the Schedule of Expenditures of Federal 
Awards. These amounts are included in the expenditure totals shown on the report. 
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The Amounts to Subrecipients includes federal assistance transferred from a Montana 
state agency or university that was originally received as a subgrant from another 
Montana state agency or university. These amounts are not included in the expenditure 
totals shown on the report, since the original award is only shown once on the Schedule 
of Expenditures of Federal Awards, as described in Note 11 above. 


A summary of amounts that were subgranted to a non-state agency, such as a city, 
county, tribal government, or nonprofit organization, which were made from awards 
originally received from another Montana state agency or university, is shown below: 


Amount to 


ALN# Subrecipients 


Federal Program 


Non Research and Development 


10.170 Specialty Crop Block Grant Program - Farm Bill $9,615 
16.833 National Sexual Assault Kit Initiative $8,881 
21.019 Coronavirus Relief Fund $719,734,982 
84.048 Career and Technical Education -- Basic Grants to States $3,140,770 
93.667 Social Services Block Grant $156,504 
93.788 Opioid STR $317,970 
97.036 Disaster Grants - Public Assistance (Presidentially Declared $332,918 


Disasters) 


Total - Non Research and Development 


Research and Development Cluster 


$723,701,640 


15.611 Wildlife Restoration and Basic Hunter Education $18,469 
20.205 Highway Planning and Construction $22,000 
93.859 Medical Assistance Program $2,700 

Total Research and Development Cluster $43,169 


Note 13. Federal Awards Not Having an Assistance Listing Number 


The following schedules contain contract or grant numbers associated with awards that 
did not have an Assistance Listing Number and were assigned either a **.UXX or **.RD 
number in the Schedule of Expenditures of Federal Awards. Not all **.UXX or **.RD 
awards reported on the SEFA had a grant or contract number. Also refer to Note 4. 


Schedule of Unknown Federal Assistance Listing Numbers for Research and Development Awards (XX.RD) 


Federal Agency State Agency 


DEPARTMENT OF AGRICULTURE 
10.RD Montana State University - Bozeman 


DEPARTMENT OF DEFENSE 
12.RD University of Montana - Missoula 


Montana State University - Bozeman 


DEPARTMENT OF ENERGY 
81.RD Montana Technological University 


University of Montana - Missoula 


DEPARTMENT OF HEALTH AND HUMAN SERVICES 
93.RD University of Montana - Missoula 


Department of Public Health and Human Services 


DEPARTMENT OF THE INTERIOR 
15.RD University of Montana - Missoula 


Contract or Grant Number 


17-CS-11010200-019 
17-CS-11011100-012 
17-JV-11221636-068 
18-CS-11011800-017 
19-CS-11011100-031 
2021-21031900002 
31236-28409102 
313-0873 
59-0206-5-003 
59-0206-5-004 
669618 


7ORSAT19TPIAOOO01 / CPO#0001 
7ORSAT19TPIAOOO01 / CPO#0002 
7ORSAT19TPIAOOO01 / CPO#0003 


75N91019P00691 
A17-0837-S001 
AG-3151-C-17-0012 


ARM212-MSU/ PO# EP0166321 


FA701418C5000 
FA701418C5004 
G19AC00047 
M67854-18-3-1330 
MSU-ARF ORBC MOU 
$2-1025-19-01 


SUBCONTRACT NUMBER 313-0742 
SUBK-MSU-VDHWFS2-01-012720 


W912HZ-18-2-0010 
Unknown 


N62473-19-2-0005 
$C1812501 
W911KB-19-2-1500 
W911KB-19-2-1501 
W9126G-19-2-0035 
W9126G-20-2-0016 
W9128F20F0402 
W9128F20P0030 
FA701420C0048 
FA701420C0045 


1663302 
1922244 
2151826 
2183707 
LMCP7514 


75N3019C00045 Mod #4 
75N93019C00045 COVID 


75N93019C0045 
75N93020C00039 
GENFD0001583403 
HHSN272201400050C 
HHSN272201800048C 
HHS283201600001C 


100006 
100130 
100145 
1361 100182 
1362 
140B0619F0343 
140F0619C0021 
140F0619P0068 
140F0619P0069 
140L0618F0380 
140L0619F0248 
140L0619F0249 
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Amount 


$870 
$5,525 
$264 
$5,446 
$2,983 
$31,911 
$23 
$48,465 
$7 

($70) 
$200,000 
$1,837,607 
$975,685 
$285,843 
$6,509 
$14,031 
$76,132 
$5,479 
$200,813 
$193,831 
$27,726 
$2,163,509 
$5,010 
$52,367 
$259,657 
$151,635 
$13,298 
$55,841 


$146,206 
$85,090 
$750,344 
$3,918 
$18,901 
$146,346 
$516,999 
$81,277 
$216,964 
$107,651 


$1,726 
$23,786 
$29,563 
$51,420 
$14,986 


$480,490 
$85,173 
$1,743,497 
$1,128,244 
$663,544 
$1,442,521 
$3,595,434 
$123,993 


($1,460) 
$189,347 
$161,908 

$48,256 
$108,056 

$4,704 

($1,014) 

$26,315 

($878) 

($1,328) 
$43,009 

$195,859 
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Schedule of Unknown Federal Assistance Listing Numbers for Research and Development Awards (XX.RD) 


Federal Agency State Agency Contract or Grant Number Amount 
140L0619F0291 $6,742 
140L0619F0292 $256,525 
140L0619F0301 $418,065 
140L0619F0302 $6,237 
140L0619F0342 $6,170 
140L0619F0359 $48,942 
140L0619F0360 $11,506 
140L0619F0361 $7,252 
140L0619F0378 $12,320 
140L0620F0263 $104,769 
140L0620F0364 $28,217 
140L0620F0399 $71,484 
140L0620F0500 $44,839 
140L0620F0505 $159 
140L0620F0519 $2,643 
140L0620F0527 $17,650 
140L619F0285 $115,047 

33172.002 $34,464 
33172.003 $31,896 
33172.005 $11,403 
33172.007 $39,775 
33172.01 $19,095 
50002.001 ($1,434) 
50002.006 TO 4 $44,755 
50002/001 $162,898 
50002/001 140L0620F0455 $41,074 
G-63747-01 $60,935 
LO205A-A $880 
LO212A-A $550,899 
LO2226A-A $24,862 
LO2312A-A $22,371 
LO233A-A $288,222 
MT-026-FY19 $20,000 
Unknown $1,562 


NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 
43.RD University of Montana - Missoula 1422120 $178,744 


Federal Agency 


DEPARTMENT OF AGRICULTURE 
10.U03 
10.U06 
10.U07 
10.U08 
10.U09 
10.U10 
10.U12 
10.U13 
10.U14 
10.U15 


DEPARTMENT OF DEFENSE 
12.U02 
12.U05 
12.U06 
12.U08 
12.U11 
12.U12 
12.U13 
12.U14 


DEPARTMENT OF EDUCATION 
84.U01 


DEPARTMENT OF ENERGY 
81.U02 
81.U03 
81.U05 
81.U06 


Schedule of Unknown Federal Assistance Listing Numbers (**.UXX) 


State Agency 


Department of Natural Resources and Conservation 


Montana State University - Bozeman 
Montana Technological University 
Department of Fish, Wildlife and Parks 


University of Montana - Missoula 
Department of Fish, Wildlife and Parks 


Department of Natural Resources and Conservation 
Department of Fish, Wildlife and Parks 


Office of Public Instruction 


Department of Fish, Wildlife and Parks 


Department of Natural Resources and Conservation 


DEPARTMENT OF HEALTH AND HUMAN SERVICES 


93.U02 
93.U03 


DEPARTMENT OF THE INTERIOR 
15.U01 
15.U02 
15.U03 


DEPARTMENT OF TREASURY 


21.U01 


LIBRARY OF CONGRESS 
42.U02 


Department of Public Health and Human Services 
University of Montana - Missoula 


Department of Fish, Wildlife and Parks 


Department of Administration 


Montana Historical Society 


Contract or Grant Number 


16-Fl-11010200-019 
16-Fl-11011500-026 
17-Fl-11011600-013 
17-Fl-11015200-003 
18-Fl-11011600-026 
18-Fl-11015200-008 
DNRC-BLM-18-001 
19-CS-11015600-018 
17-CS-11015600-005 
12034320P0030 


W9128F-17-2-0028 
20-105P 
20-144P 

W9128F-20-D-0025 

Unknown 
21-129P 
21-179P 

W9128D-20-D-0025 


Contract # ED-IES-14-C-0086 


20-18G 
00-UGPR-34 
21-066G 
0201.20.068676 


HHSF223201810079C 
Unknown 


140G0219P0131 
140L3620P0006 
140P1321P0027 


Unknown 


FED 19-016 
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Amount 


$5,231 
$362 
$6,774 
$21,875 
$12,775 
$14,746 
$393 
$258 
$2,500 
$9,000 


$5,947 
$1,334,112 
$177,685 
$186,775 
$140,212 
$558,736 
$40,847 
$93,447 


$97,230 


$25,917 
$152,134 
$67,557 
$33,771 


$171,714 
$7,239 


$89,950 
$5,000 
$2,989 


$4,465 


$8,273 
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Angus Maciver, Legislative Auditor 
Deborah F. Butler, Legal Counsel 


Deputy Legislative Auditors: 
Cindy Jorgenson 
William Soller 


REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT 
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 


GOVERNMENT AUDITING STANDARDS 


The Legislative Audit Committee 
of the Montana State Legislature: 


We have audited, in accordance with the auditing standards generally accepted in the United States 
of America and the standards applicable to the financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of the 
governmental activities, the business-type activities, the aggregate discretely presented component units, 
each major fund, and the aggregate remaining fund information of the state of Montana, as of and 
for the year ended June 30, 2020, and the related notes to the financial statements, which collectively 
comprise the state of Montana’s basic financial statements, and have issued our report thereon dated 
January 22, 2021. Our report includes a reference to other auditors who audited the financial statements 
of the Montana State University component units and the University of Montana component units, 
as described in our report on the state of Montana’s financial statements. The financial statements of 
the Montana State University component units and the University of Montana component units were 
not audited in accordance with Government Auditing Standards, and accordingly, this report does not 
include reporting on internal control over financial reporting or instances of reportable noncompliance 


associated with these component units. 


Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the state of Montana’s 
internal control over financial reporting as a basis for designing audit procedures that are appropriate 
in the circumstances for the purpose of expressing our opinions on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of the state of Montana’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of the state of Montana’s internal 


control. 


A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
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misstatement of the entity’s financial statements will not be prevented or detected and corrected on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 


with governance. 


Our consideration of internal controls was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies 
may exist that have not been identified. Given these limitations, during our audit we did not identify 
any deficiencies in internal control that we consider to be material weaknesses. We did identify certain 
deficiencies in internal control, described below, that we consider to be a significant deficiency. 


The Department of Public Health and Human Services’ internal controls over Medicaid and Children’s 
Health Insurance Program eligibility determinations did not consistently operate as designed in fiscal 
year 2020. When these controls do not operate as designed, the state of Montana is at risk of misapplying 
match requirements between the General Fund and Federal Special Revenue Fund sources, or of not 
identifying ineligible participants. Collectively, these two programs incur over $2 billion in benefit and 
claims expenditures annually. 


Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the State of Montana’s financial statements 
are free from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion 
on compliance with those provisions was not an objective of our audit, and accordingly, we do not 
express such an opinion. The results of our tests disclosed instances of noncompliance or other matters 
that are required to be reported under Government Auditing Standards. The identified instances of 
noncompliance are described below. 


The Montana Public Employees’ Retirement Board administers eight defined benefit retirement plans. 
The Montana Constitution and state law require all retirement systems to be actuarially sound. The 
actuarial valuations as of June 30, 2020, indicate the Game Wardens’ and Peace Officers, Highway 
Patrol Officers, and Public Employees’ retirement systems are not actuarially sound as they amortize 
in 40, 39, and 35 years, respectively. The maximum allowable amortization period is 30 years, as 
defined by state law. 


State of Montana’s Response to Findings 

The state of Montana’s response to the findings identified in our audit are described in the separately 
issued Public Employees’ Retirement Administration report (20-08A), and in the state of Montana 
financial audit report (#20-01A), and are addressed in the Corrective Action Plan beginning on 


page D-1 of this report. The responses in these reports were not subjected to the auditing procedures 
applied in the audit of the financial statements and, accordingly, we express no opinion on them. 


Purpose of this Report 

‘The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the state of 
Montana’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the state of Montana’s internal control 
and compliance. Accordingly, this communication is not suitable for any other purpose. 


Respectfully submitted, 


/s/ Cindy Jorgenson 
Cindy Jorgenson, CPA 


Deputy Legislative Auditor 
Helena, MT 


January 22, 2021 
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Angus Maciver, Legislative Auditor 
Deborah F. Butler, Legal Counsel 


Deputy Legislative Auditors: 
Cindy Jorgenson 
William Soller 


INDEPENDENT AUDITORS REPORT 


The Legislative Audit Committee 
of the Montana State Legislature: 


Report on Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, the aggregate discretely presented component units, each major fund, and the aggregate 
remaining fund information of the state of Montana, as of and for the year ended June 30, 2020, and 
the related notes to the financial statements which collectively comprise the state of Montana’s basic 
financial statements, as follows: 


¢ Statement of Net Position 

¢ Statement of Activities 

¢ Balance Sheet-Governmental Funds 

¢ Reconciliation of the Balance Sheet—Governmental Funds to the Statement of Net Position 
¢ Statement of Revenues, Expenditures, and Changes in Fund Balances—Governmental Funds 


¢ Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances— 
Governmental Funds to the Statement of Activities 


¢ — Statement of Fund Net Position—Proprietary Funds 

¢ Statement of Revenues, Expenses, and Changes in Fund Net Position—Proprietary Funds 
¢ — Statement of Cash Flows—Proprietary Funds 

¢ — Statement of Fiduciary Net Position—Fiduciary Funds 


¢ — Statement of Changes in Fiduciary Net Position—Fiduciary Funds. 


Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal controls relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to 
fraud or error. 


Auditor's Responsibility 
Our responsibility is to express opinions on these financial statements based on our audit. We did 
not audit the financial statements of the Montana State University (MSU) component units and the 
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University of Montana (UM) component units, which represent 14.93 percent, 30.30 percent, and 
2.25 percent, respectively of the assets, net position, and revenues of the aggregate discretely presented 
component units. Those financial statements were audited by other auditors whose reports have been 
furnished to us, and our opinions, insofar as they relate to the amounts included for the university 
component units, are based solely on the reports of other auditors. 


We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. The financial statements of the MSU and UM component units were 
not audited in accordance with Government Auditing Standards. 


An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud 
or error. In making those risk assessments, the auditor considers internal control relevant to the 
state of Montana’s preparation and fair presentation of the financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the state of Montana’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as the overall 
presentation of the financial statements. 


We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 


our audit opinions. 


Summary of Opinions 
Opinion Unit Type of Opinion 
Governmental Activities Unmodified 
Business-Type Activities Unmodified 
General Fund Unmodified 
State Special Revenue Fund Unmodified 
Federal Special Revenue Fund Unmodified 
Land Grant Unmodified 
Coal Severance Tax Unmodified 
Unemployment Insurance Unmodified 
Municipal Finance Programs Unmodified 
Aggregate Discretely Presented Component Units Unmodified 
U 


Aggregate Remaining Fund Information Jnmodified 


Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the governmental activities and business-type activities, General Fund, State Special 
Revenue Fund, Federal Special Revenue Fund, Land Grant, Coal Severance Tax, Unemployment 
Insurance, and Municipal Finance Programs major funds, and the aggregate discretely presented 
component units and aggregate remaining fund information of the state of Montana, as of June 30, 
2020, and the respective changes in financial position and, where applicable, cash flows thereof for the 
fiscal year then ended in accordance with accounting principles generally accepted in the United States 
of America. 


Emphasis of Matter 

As discussed in Note 2 to the basic financial statements, in fiscal year 2020, the state adopted 
Governmental Accounting Standards Board Statement No. 84—Fiduciary Activities. This clarified how 
fiduciary activity is identified and reported. As a result, the types of activities reported in the fiduciary 
fund type have changed, and the Fiduciary Fund financial statements now report the Custodial Fund 
type instead of the Agency Fund Type. Our opinion is not modified with respect to this matter. 


As discussed in Note 1C to the financial statements, in fiscal year 2020, the Unemployment Insurance 
Fund reports federal contributions to fund benefit claims related to the statewide unemployment 
impact of COVID-19. These federal contributions are reported as non-operating revenues. Additionally, 
the Federal Special Revenue Fund reports significant cash & cash equivalent and unearned revenue 
balances, associated with the unspent portion of the $1.25 billion the state received from the 
Coronavirus Relief Fund, authorized by the federal Coronavirus Aid, Relief, and Economic Security 
(CARES) Act. As discussed in Note 17 to the basic financial statements, the unspent portion will be 
expended during fiscal year 2021. Our opinions are not modified with respect to these matters. 


Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that Management’s 
Discussion and Analysis, the Budgetary Comparison Schedule, the Pension Plan Information, the 
Other Postemployment Benefits Plan Information, and the Risk Management Trend Information, 
and the related notes, be presented to supplement the basic financial statements. Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries 
of management about the methods of preparing the information and comparing the information for 
consistency with management's responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
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opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance. 


Supplementary Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the state of Montana’s basic financial statements as a whole. The Schedule of 
Expenditures of Federal Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, 
is presented for purposes of additional analysis and is not a required part of the basic financial 
statements. Such information is the responsibility of management and was derived from and relates 
directly to the underlying accounting and other records used to prepare the basic financial statements. 
The information has been subjected to the auditing procedures applied in the audit of the basic financial 
statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the basic financial statements 
or to the basic financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the Schedule of 
Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the basic financial 
statements as a whole. 


Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated January 22, 
2021, on our consideration of the state of Montana’s internal control over financial reporting and on 
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements 
and other matters. The purpose of that report is to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide 
an opinion on the effectiveness of the state of Montana’s internal control over financial reporting or 
on compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the state of Montana’s internal control over financial reporting and 


compliance. 
Respectfully submitted, 


/s/ Cindy Jorgenson 


Cindy Jorgenson, CPA 
Deputy Legislative Auditor 
Helena, MT 


January 22, 2021 


MANAGEMENT?’S DISCUSSION AND ANALYSIS 


INTRODUCTION 

Management of the State of Montana (State) provides this Management’s Discussion and Analysis of the State of 
Montana’s basic financial statements included in the Comprehensive Annual Financial Report (CAFR). This is a 
narrative overview and analysis of the financial activities of the State of Montana for the fiscal year ended June 30, 
2020. We encourage readers to consider this information in conjunction with the additional information that is 
furnished in the State’s financial statements, which follow. 


In late 2019, a novel strain of coronavirus (““COVID-19”’) started to spread throughout the world, including to the 
United States, resulting in the World Health Organization proclaiming COVID-19 to be a pandemic and the 
President of the United States declaring a national emergency. In response to the spread of COVID-19, the United 
States government, state governments (including the State), local governments, and private industries have taken 
measures to limit social interactions in an effort to limit the spread of COVID-19. In March of 2020, Montana 
declared a state emergency, and a national emergency was announced in the United States shortly after. The 
Coronavirus Aid, Relief, and Economic Security (CARES) Act was passed by Congress and signed into law by the 
President of the United States on March 27, 2020. In the following discussion and analysis, COVID-19 refers to this 
pandemic and CARES refers to the CARES Act funding. 


FINANCIAL HIGHLIGHTS 

Government-wide 

The assets and deferred outflows of resources of the State exceeded its liabilities and deferred inflows of resources at 
the end of fiscal year 2020 by $10.2 billion compared with $9.7 billion at the end of fiscal year 2019, representing a 
5.6% increase in net position. Component units reported net position of $2.2 billion at the end of fiscal year 2020 
compared to $2.1 billion at the end of fiscal year 2019, representing a 5.2% increase in net position. More detail is 
provided in the financial statement overview below. 


Fund Level 

As of the close of fiscal year 2020, the State’s governmental funds reported combined ending fund balances of $5.0 
billion compared with $4.5 billion at fiscal year 2019. This represents a $434.9 million (9.6%) increase in total fund 
balance. Of the 2020 balance, $1.9 billion is not in spendable form, primarily as permanent fund principal. Thus, 
$3.1 billion is available for spending. The fund balance in spendable form is segregated by constraint as follows: 
$1.2 billion restricted, $1.4 billion committed, $90.5 million assigned, and $372.9 million unassigned. These 
changes are discussed in more detail in the financial analysis of the State’s major funds presented below. 


The State’s business-type activity funds reported net position at the close of fiscal year 2020 in the amount of $393.3 
million compared with fiscal year 2019 net position of $482.6 million. Of the 2020 business-type activity net 
position, $22.0 million was reported as net investment in capital assets. Net position of $371.3 million was in 
spendable form with $21.0 million unrestricted and $350.3 million restricted to expenditure for a specific purpose. 
This represents a $90.0 million (19.5%) decrease in spendable net position from the fiscal year 2019 balance of 
$461.3 million. These changes are discussed in more detail in the financial analysis of the State’s major funds 
presented below. 


Long-term Debt 
The State’s total governmental activity bonds and notes payable for governmental activities increased by $287.0 
thousand, from $127.1 million in fiscal year 2019 to $127.4 million, a 0.2% increase in fiscal year 2020. 


Further detail relating to the State’s long-term debt is provided in notes to the financial statement’s Note 11. 


OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to the State of Montana’s basic financial 
statements. The State’s basic financial statements include three components: (1) government-wide financial 
statements, (2) fund financial statements, and (3) notes to the financial statements. The report also contains 
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additional required supplementary information, which includes budgetary schedules, pension and other post 
employment benefits plan information, and risk management trends. These components are described below: 


Basic Financial Statements 

The basic financial statements include two types of financial statements that present different views of the State — 
the government-wide financial statements and the fund financial statements. These financial statements also include 
the notes to the financial statements, which provide further detail and information related to the balances of the 
financial statements. 


Government-wide Financial Statements 

The government-wide financial statements provide a broad view of the State’s operations in a manner similar to a 
private-sector business. The statements provide both short-term and long-term information about the State’s 
financial position, which assists in assessing the State’s economic condition at the end of the fiscal year. These are 
prepared using the flow of economic resources measurement focus and the accrual basis of accounting. In other 
words, they follow methods that are similar to those used by most businesses, including all revenues and expenses 
connected with the fiscal year, even if cash involved has not been received or paid. The government-wide financial 
statements include two statements: The Statement of Net Position and the Statement of Activities, as defined below. 


The Statement of Net Position presents all of the government’s assets, deferred outflows of resources, liabilities, 
deferred inflows of resources, and net position. Over time, increases or decreases in the State’s net position may 
serve as a useful indicator of whether the financial position of the State is improving or deteriorating. 


The Statement of Activities presents information related to the government’s net position changes during the most 
recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the change 
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for 
some items that will not result in cash flows until future fiscal periods. This statement also presents a comparison 
between direct expenses and program revenues for each function of the State. 


Both of the above financial statements have separate sections for three different types of state activities. These three 
types of activities are as follows: 


Governmental Activities — Activities mostly supported by taxes and intergovernmental revenues, including federal 
grants. Most services normally associated with state government fall into this category, including education (support 
for both K-12 public schools and higher education), general government, health and human services, natural 
resources, public safety, and transportation. 


Business-type Activities — Functions normally intended to recover all or a significant portion of their costs through 
user fees and charges to external users of goods and services. The major business-type activities of the State include 
the Unemployment Insurance Fund and the Municipal Finance Programs, which assists Montana’s small businesses 
and local governments in obtaining long-term, fixed-rate financing through private Montana lending institutions. 


Discretely Presented Component Units — Operations for which the State has financial accountability, but have 
certain independent qualities as well. In order to be considered component units, these entities must be legally 
separate to the extent that they may sue, or be sued, in their own right. For the most part, these entities operate 
similarly to private sector businesses and the business-type activities described above. The State’s component units 
consist of one financing authority, one housing board, one nonprofit independent public corporation, and two 
universities. 


Fund Financial Statements - Reporting the State’s Major Funds 
A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for 
specific activities or objectives. The State, like other state and local governments, uses fund accounting to ensure 
and demonstrate compliance with finance-related legal requirements. 


The fund financial statements focus on individual parts of the state government, reporting the State’s operations in 
more detail than the government-wide statements. All of the funds can be divided into three categories. It is 


important to note that these fund categories use different accounting approaches and should be interpreted 
individually. The three categories of funds are as follows: 


Governmental Funds — Most of the basic services provided by the State are financed through governmental funds. 
Governmental funds are used to account for essentially the same functions reported as governmental activities in the 
government-wide financial statements. However, unlike the government-wide financial statements, the 
governmental fund financial statements focus on near-term inflows and outflows of spendable resources. They also 
focus on the balances of spendable resources available at the end of the fiscal year. Such information may be useful 
in evaluating the government’s near-term financing requirements. This approach is known as using the flow of 
current financial resources measurement focus and the modified accrual basis of accounting. These statements 
provide a detailed short-term view of the State’s finances that assists in determining whether there will be adequate 
financial resources available to meet the current needs of the State. 


The State has five governmental funds that are considered major funds for presentation purposes. Each major fund is 
presented in a separate column in the governmental fund balance sheet and in the governmental fund statement of 
revenues, expenditures, and changes in fund balances. The State’s five major governmental funds are the General 
Fund, the State Special Revenue Fund, the Federal Special Revenue Fund, the Coal Severance Tax Fund, and the 
Land Grant Fund. 


Proprietary Funds — When the State charges customers for the service it provides, whether to outside customers or 
to other agencies within the State, these services are generally reported in proprietary funds. Like the government- 
wide statements, proprietary fund statements utilize full accrual accounting, the same method used by private sector 
businesses. Enterprise funds report activities that provide supplies and services to the general public. Whereas 
internal service funds report activities that provide supplies and services to the State’s other programs and activities. 


Fiduciary Funds — Resources held for the benefit of parties outside state government are accounted for in fiduciary 
funds. Fiduciary funds are not reflected in the government-wide financial statements because the resources of these 
funds are not available to support the State’s own programs. Fiduciary fund statements use the full accrual basis of 
accounting. 


Notes to the Financial Statements 

The notes to the financial statements provide additional information that is essential for a full understanding of the 
government-wide and the fund financial statements. The notes to the financial statements can be found immediately 
following the fiduciary fund financial statements. 


Required Supplementary Information 

The basic financial statements are followed by a section of required supplementary information. This section 
contains a budgetary comparison schedule, which includes the reconciliation between the statutory fund balance for 
budgetary purposes and the fund balance for the General Fund and major special revenue funds as presented in the 
governmental fund financial statements. Required supplementary information also includes pension and other post 
employment benefits plan information, as well as additional risk management trend data. 


GOVERNMENT-WIDE FINANCIAL ANALYSIS 

Montana’s overall financial position increased from the last fiscal year, as reflected in the $545.8 million increase 
(5.6%) in net position. This improvement resulted from the continued moderate growth, despite the initial impacts of 
COVID-19, particularly in tax and investment revenue. However, growth is not expected to persevere in fiscal year 
2021, as the associated financial and economical affects of the pandemic are realized. 


Net Position 

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. The 
State’s combined net position (government and business-type activities) totaled $10.2 billion at the end of fiscal year 
2020. Net position of both governmental and business-type activities increased by $635.0 million (6.9%) and 
decreased by $89.2 million (18.5%), respectively. These changes are explained in detail in the major fund analysis 
below. 
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A portion of the State’s net position reflects its investment in capital assets such as land, buildings, equipment, and 
infrastructure (roads, bridges, and other immovable assets) less any related debt used to acquire those assets that is 
still outstanding. The State uses these capital assets to provide services to citizens; consequently, these assets are not 
available for future spending. Although the State’s investment in its capital assets is reported net of related debt, it 
should be noted that the resources needed to repay this debt must be provided from other sources since the capital 
assets themselves cannot be used to liquidate these liabilities. 


An additional portion of the State’s net position represents resources that are subject to external restrictions on how 
they may be used. The remaining balance of unrestricted net position may be used to meet the State’s ongoing 
obligations to citizens and creditors. Internally imposed designations of resources are not presented as restricted net 
position. 


At the end of the current fiscal year, the State reported positive balances in net investment in capital assets and 
restricted net position categories, along with a negative balance in the unrestricted category of net position, for both 
the governmental activities and the primary government as a whole. The negative unrestricted net position is 
primarily due to the State's net pension liability. GASB Statements No. 68 and 71, related to pension liabilities and 
other balance sheet components, were implemented in fiscal year 2015 and are contributing factors to the negative 
net position. The State also reported positive balances for all categories of net position for the business-type 
activities. 


Net Position 
June 30, 
(expressed in thousands) 


Governmental Business-type Total Primary 
Activities Activities Government 
2019 2020 2019 2020 2019 2020 
Current and other assets $ 5,762,815 §$ 7,572,307 $ 629,612 $ 554,386 $ 6,392,427 $ 8,126,693 
Capital assets 6,480,485 6,823,046 21,283 22,052 6,501,768 6,845,098 
Total assets 12,243,300 14,395,353 650,895 576,438 12,894,195 14,971,791 
Deferred outflows of resources 779,931 613,249 2,919 2,423 782,850 615,672 
Long-term liabilities 

Due in more than one year 2,639,113 2,707,169 20,277 18,302 2,659,390 2,725,471 
Other liabilities 976,135 2,251,217 147,328 163,594 1,123,463 2,414,811 
Total liabilities 3,615,248 4,958,386 167,605 181,896 3,782,853 5,140,282 
Deferred inflows of resources 212,056 219,243 3,641 3,645 215,697 222,888 
Net investment in capital assets 6,402,612 6,743,003 21,266 22,035 6,423,878 6,765,038 
Restricted 3,216,332 3,452,344 442,306 350,309 3,658,638 3,802,653 
Unrestricted (423,017) (364,374) 18,996 20,976 (404,021) (343,398) 


Total net position $ 9,195,927 $ 9,830,973 $ 482,568 $ 393,320 $ 9,678,495 $ 10,224,293 


The following condensed financial information was derived from the government-wide Statement of 
Activities, and reflects how the State’s net position changed during the fiscal year: 


Revenues: 

Program revenues 
Charges for services 
Operating grants 
Capital grants 

General revenues 
Taxes 
Other 

Total revenues 


Expenses: 
General government 
Public safety 
Transportation 
Health and human service 
Education 
Natural resources 
Interest on long-term debt 
Unemployment Insurance 
Liquor Stores 
State Lottery 
Municipal Finance Programs 
Hail Insurance 
Other Services 
Prison Funds 
MUS Group Insurance 
MUS Workers Comp 

Total expenses 


Increase (decrease) in net 
position before transfers 


Transfers 
Change in net position 


Net position, beg of year 
(as adjusted) 


Net position, end of year 


$ 


Governmental 
Activities 
2019 2020 
623,732 $ 686,335 $ 
2,611,941 2,930,307 
527,900 564,431 
2,762,972 2,793,211 
248,070 186,194 
6,774,615 7,160,478 
829,657 957,534 
428,514 458,526 
547,907 557,290 
2,680,251 2,896,774 
1,314,785 1,352,323 
302,680 338,957 
5,454 5,365 
6,109,248 6,566,769 
665,367 593,709 
55,786 58,703 
721,153 652,412 
8,474,774 9,178,561 
9,195,927 $ 9,830,973 $ 


Changes in Net Position 
For Fiscal Year Ended June 30, 
(expressed in thousands) 


Business-type 


Activities 
2019 


426,701 $ 
68,243 
512 


30,094 
2,398 
527,948 


108,507 
89,971 
48,061 
2,937 
933 
70,154 
9,307 
88,330 
3,887 

422,087 


105,861 
(55,786) 
50,075 


432,493 
482,568 $ 


2020 


443,048 
71,422 
950 


32,576 
504,749 
1,052,745 


746,508 
98,324 
51,385 

2,542 
1,154 
74,323 
8,506 
100,958 
657 
1,084,357 


(31,612) 
(58,703) 
(90,315) 


483,635 
393,320 


$ 


$ 


Total Primary 
Government 
2019 2020 

1,050,433 $ 1,129,383 
2,680,184 3,001,729 
528,412 565,381 
2,793,066 2,825,787 
250,468 690,943 
7,302,563 8,213,223 
829,657 957,534 
428,514 458,526 
547,907 557,290 
2,680,251 2,896,774 
1,314,785 1,352,323 
302,680 338,957 
5,454 5,365 
108,507 746,508 
89,971 98,324 
48,061 51,385 
2,937 2,542 
933 1,154 
70,154 74,323 
9,307 8,506 
88,330 100,958 
3,887 657 
6,531,335 7,651,126 
771,228 562,097 
771,228 562,097 
8,907,267 9,662,196 
9,678,495 $ 10,224,293 
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Governmental Activities 
The following chart depicts revenues of the governmental activities for the fiscal year: 


Revenues - Govermental Activities 
Fiscal Year Ended June 30, 2020 


Other : 2.6% 


Charges for Services: 9.6% 
( Grants: 40.9% 
Taxes: 39.0% 


Capital Grants: 7.9% 


The following chart depicts expenses of the governmental activities for the fiscal year: 


Expense - Governmental Activities 
Fiscal Year Ended June 30, 2020 


Debt: 0.1% 


General Government: 14.6% 
Education: 20.6% 
Public Safety: 7.0% = —— = 


Interest on Long-Term | Natural Resources: 5.2% 


Transportation: 8.5% 


Health and Human 
Services: 44.1% 
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Business-type Activities 
The following chart depicts revenues of the business-type activities for the fiscal year: 


Revenues - Business-type Activities 
Fiscal Year Ended June 30, 2020 


Operating Grants: 6.8% 


Capital Grants: 0.1% 
Taxes: 3.1% 
Services: 42.1% 


Other: 47.9% 


The Other Revenue in the above table is primarily related to additional federal funding received for Unemployment 
Insurance claims due to COVID-19. 


The following chart depicts expenses of the business-type activities for the fiscal year: 


Expenses - Business-type Activities 
Fiscal Year Ended June 30, 2020 


Gen Govt Services: 6.9% Prison Funds: 0.8% 


Hail Insurance: 0.1% MUS Group Insurance : 9.3% 


Municipal Finance: 0.2% 77 MUS Workers Comp: 0.1% 
State Lottery: 4.7% é 
Liquor Stores: 9.1% 


Unemployment Insurance: 68.8% 
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FINANCIAL ANALYSIS OF THE STATE’S MAJOR FUNDS 

As the State completed the year, its governmental funds reported fund balances of $5.0 billion. Of this total, $3.1 
billion (61.5%) constitutes spendable fund balance and $1.9 billion (38.5%) is classified as non-spendable. The 
analysis of the following major funds, providing the majority of the fund balance for the government, follows. 


General Fund Revenues and Expenditures 

The General Fund is the chief operating fund of the State. For fiscal year 2020, the total fund balance of the General 
Fund was reported at approximately $592.8 million. Of this balance, $4.9 million is non-spendable. The remaining 
$587.9 million is spendable with $117.8 million committed, $89.5 million assigned, and $380.7 million unassigned. 
This spendable fund balance of the General Fund represents 19.3% of the $3.1 billion spendable governmental fund 
balances for all governmental funds. Of the assigned fund balance, $72.7 million pertains to the projected general 
fund spend down of fund balance in fiscal year 2021 and $16.8 million relates to outstanding encumbrances at the 
end of the fiscal year. The committed fund balance of $117.8 million relates to the balance of the Budget 
Stabilization Reserve Fund, which is combined with the General Fund for financial statement presentation. Further 
detail on the breakdown of fund balance for the General Fund is provided in Note 14 — Major Purpose Presentation. 


Total fund balance increased by $149.4 million when compared to the previously reported fund balance of $443.4 
million. Changes in both expenditures and revenues are discussed in detail below. The 2019 legislative session 
projected $226.4 million of unassigned fund balance for fiscal year 2020, without regard to a fund balance spend 
down. The difference was primarily the result of a larger than anticipated beginning fund balance. 


General Fund Revenues — Total General Fund revenues were $2.4 billion for fiscal year 2020 (lower than legislative 
estimation), a 0.3% decrease from the $2.5 billion reported in 2019 (which were lower than legislative estimation). 
Fiscal year 2020 tax revenue increased by 0.1% in total over 2019, with corporate income tax collections up 0.4% 
and individual income tax collections increased by 0.1%. Other noted decreases in revenues included investment 
earnings. 


General Fund Expenditures — Total General Fund expenditures for fiscal year 2020 increased by $31.7 million 
(1.4%). This increase in expenditures occurred in the general government, public safety, education, and natural 
resources functions and the decrease in expenditures occurred in the health and human services function as follows: 

* General government expenditures increased by $11.6 million (3.2%) 

* Public safety expenditures increased by $7.7 million (2.4%) 

¢ Education expenditures increased by $45.8 million (4.4%) 

* Natural resources expenditure increased by $4.3 million (13.3%) 

¢ Health and human services expenditures decreased by $46.0 million (8.7%) 


The expenditures in the health and human services function decreased for two reasons. The Montana HELP Act 
account was moved to the State Special Revenue Fund. The Centers for Medicare & Medicaid Services provided the 
Department of Public Health and Human Services an additional 6.2% federal funding for COVID-19, so the General 
Fund share of Medicaid expenditures went down. 


The General Fund’s actual revenues and expenditures in comparison to budgeted revenues and expenditures is 
provided in more depth on the Budgetary Comparison Schedule within the Required Supplementary Information 
section of this report. The same level of detail used to report the actual revenues and expenditures is not readily 
available for all budgetary revenues and expenditures, which may cause some variances. 


General Fund Expenditure Budget Reversions 
Fund balances are not reserved for reverted appropriations. For fiscal year 2020, general fund appropriations that 
reverted to 2021 were $64.9 million. 


The Department of Public Health and Human Services had unspent appropriations of $54.0 million related to 
Medicaid savings and other operational costs. 


The Department of Revenue had unspent appropriations of $3.0 million related to the funds available to local 
governing bodies pursuant to Section 15-1-402 (6)(d), MCA, regarding protested property taxes and other 
operational costs. 


The Judicial Branch had unspent appropriations of $1.7 million related to vacancy savings and operational costs. 


The Department of Administration had unspent appropriations of $1.4 million, and these were attributable to the 
cybersecurity enhancement project, state contributions to retirement funds, and other operational costs. 


The Department of Natural Resources and Conservation had unspent appropriations of $1.3 million related to 
operational costs. 


The Department of Justice had unspent appropriations of $1.0 million related to operational costs, statutory 
retirement transfers, and restricted State IT costs. 


The remaining unspent appropriation of $2.4 million was attributable to miscellaneous reversions across other 
agencies. 


State Special Revenue Fund 

The fund balance of the State Special Revenue Fund increased by $122.3 million to $1.8 billion. Revenues increased 
by $7.5 million (0.7%) and expenditures increased $84.6 million (8.0%), for fiscal year 2020. The largest increases 
in revenues are attributable to an increase in licenses and permits, other taxes collections, and contributions and 
premiums. The largest increases in expenditures are attributable to health and human services related expenditures 
and capital outlay expenditures for infrastructure. Other financing sources, such as bond proceeds, increased due to 
the General Obligation Bonds, Series 2020C was issued in fiscal year 2020. Primarily, transfers into the State 
Special Revenue Fund from other governmental funds resulted in an increase in fund balance. 


During the COVID-19 pandemic, the State Emergency Coordination Center (SECC) received donated personal 
protective equipment (PPE) and directed to the Department of Public Health and Human Services to distribute to 
hospitals, long-term care facilities, EMS, and local DES. The value of the donated PPE was $90.7 thousand. SECC 
also received a donation of $20.0 thousand from an individual and directed to the Department of Public Health and 
Human Services to purchase hand sanitizer for local distribution. 


Federal Special Revenue Fund 

The fund balance of the Federal Special Revenue Fund increased by $5.8 million (46.1%) to the balance of negative 
$6.8 million. Revenues and expenditures increased by $344.4 million (11.7%) and $321.0 million (11.0%) 
respectively, for the fiscal year 2020. Revenue increases are attributable to increases in federal program revenue, 
including COVID-19 related federal funding. Expenditure increases are attributable to increases in health and human 
services, general government, and capital outlay related expenditures. The health and human services and general 
government related expenditure increase is attributable to COVID-19. The capital outlay expenditure increase of 
15.6% is attributable to infrastructure expenditure increases by transportation. 


Coal Severance Tax Permanent Fund 

The fund balance of the Coal Severance Tax Permanent Fund increased by $66.0 million (5.7%) to $1.2 billion. 
Revenue decreased by $5.7 million (5.4%) to $99.9 million, primarily due to an decrease of natural resource tax 
revenue. Transfers out, which decreased by $6.2 million (15.5%), and the increase in investment earnings helped 
lead to the increase in fund balance. 


Land Grant Permanent Fund 

The fund balance of the Land Grant Permanent Fund increased by $71.6 million (9.2%) to $845.7 million. Revenue 
decreased by $3.1 million to a total of $126.6 million, and the rentals, leases, and royalties were attributable to the 
decrease. The general capital asset sale proceeds increased by $4.0 million to a total of $11.0 million. Transfers out 
were $61.6 million, which was a decrease of $4.8 million compared to fiscal year 2019. Primarily, investment 
earnings and income generated by the State's trust lands resulted in an increase in fund balance. 


Unemployment Insurance Enterprise Fund 

Net position restricted for unemployment compensation decreased by $113.1 million (32.2%). The decrease in net 
position is attributable to the substantially high volume of benefit claims due to COVID-19 in fiscal year 2020, 
accompanied by an increase in the federal funding through the Federal Pandemic Unemployment Compensation and 
Pandemic Unemployment Assistance in fiscal year 2020. 
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Municipal Finance Programs Fund 

Net position decreased by 0.8% to $5.4 million in fiscal year 2020. Financing income revenue decreased $475.0 
thousand, and investment earnings decreased $242.0 thousand, while expenses from interest expense decreased 
$247.0 thousand. Overall revenues and expenditures decreased (23.2)% and (13.4)%, which resulted in an decrease 
of $43.0 thousand to net position. 


CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capital Assets 

The State’s investment in capital assets for its governmental and business-type activities, as of June 30, 2020, 
amounted to $9.3 billion, with related accumulated depreciation of $2.5 billion, leaving a net book value of $6.8 
billion. This investment in capital assets includes land, buildings, improvements, equipment, infrastructure, 
intangible assets, and construction in progress. Infrastructure assets are items that are normally immovable and of 
value only to the State, such as roads, bridges, streets and sidewalks, drainage systems, lighting systems, and similar 
items. 


The total increase in the State’s investment in capital assets for the current fiscal year was $343.3 million or 5.3% in 
terms of net book value. Most increases in capital expenditures were seen in construction, or reconstruction, of roads 
and bridges. Additional information relating to the State’s capital assets can be found in Note 5 of the notes to the 
financial statements. 


Debt Administration 
Montana continues to receive excellent general obligation bond ratings from Moody’s Investor Service (Aal), 
Standard and Poor’s Corporation (AA), and Fitch Ratings (AA+), which remain unchanged from 2019. 


State debt may be authorized either by a two-thirds vote of the members of each house of the Legislature or by a 
favorable vote of a majority of the State’s electors voting thereon. There is no constitutional limit on the amount of 
debt that may be incurred by the State. The Montana Constitution does, however, prohibit the incurring of debt to 
cover deficits caused by appropriations exceeding anticipated revenue. 


The State of Montana’s general obligation debt increased from $73.1 million at June 30, 2019, to $90.3 million at 
June 30, 2020. There is cash available, of $7.4 million at the end of fiscal year 2020, in debt service funds to service 
general obligation debt. 


The below table contains the ratio of general obligation debt and total State debt to personal income and to the 
amount of debt per capita: 


Amount Percentage of State Debt 


(in thousands) Personal Income " Per Capita” 
General obligation debt $ 90,250 0.17% $ 84 
Total State debt $ 137,701 0.30% $ 129 
{) Based on personal income for calendar year 2019. 
@ Based on estimated 2019 Montana population. 


8) Based on total of general obligation bonds, special revenue bonds, notes payable, and lease/installment purchase payable for the 
percentage and state debt per capita. 


More detailed information regarding the State’s long-term obligations is provided in Note 11 of the notes to the 
financial statements and in the statistical tables. 


ECONOMIC CONDITION AND OUTLOOK 

On March 3, 2020, Governor Bullock formed a multi-agency task force to coordinate the State’s preparations with 
respect to COVID-19. On March 12, 2020, Governor Bullock issued Executive Orders No. 2-2020 and 3-2020 
declaring a State of Emergency in the State in response to the COVID-19 pandemic. Montana residents were under a 
Stay at Home Directive from March 28, 2020 through April 24, 2020. The State is now in a phased-in reopening. 


Concerns stemming from COVID-19 have caused significant volatility in the United States financial markets, and in 
financial markets world-wide. Economic activity has been reduced in the near term as a result of actions required in 
response to the COVID-19 pandemic. The State expects that the economic repercussions associated with COVID-19 


are likely to negatively affect the State’s receipt of revenues in fiscal year 2021 from individual income tax, 
corporate income tax and alternative corporate income tax, gaming taxes, vehicle taxes, accommodations taxes, 
interest earnings, and other smaller sources. Current estimates project a total general fund revenue decline in fiscal 
year 2021 when compared to official pre-pandemic estimates, with, assuming that the prevalence and adverse effects 
of COVID-19 are diminished and/or more effectively contained, an estimated rebound in state revenue collections 
beginning in fiscal year 2022 and beyond. In addition, the volatility and loss of value in the investment markets may 
negatively affect the value of the State’s investments and the valuations of the State’s pension plans. 


COVID-19 has significantly affected Montana’s economy. Most business and service sectors in the State, including, 
without limitation, tourism and hospitality services, agriculture and natural resource extraction, are expected to 
experience decreases in operations and revenues, which are expected to result in decreased taxes, fees, assessments 
and other revenue to the State. The long-term effects of the pandemic on the economy and demographics are 
unknown, but there will likely be lasting impacts on Montana residents and businesses and the ways that people 
travel to, from, and within Montana. Montana has pronounced exposure to downturns in tourism, hospitality and the 
service industry, and those industries were most impacted at the onset of the pandemic. However, the State believes 
meaningful recovery is already taking place in those and other Montana industries. 


As Montana works to respond to and recover from the unprecedented economic strain caused by COVID-19, the 
State is allocating emergency financing relief available from the federal government to those who have been hardest- 
hit by impacts of COVID-19. The financial assistance is funded through $1.25 billion in federal emergency relief 
made available under the federal Coronavirus Aid, Relief and Economic Security (CARES) Act. 


The State cannot predict: (i) the duration or extent of the COVID-19 outbreak or any other outbreak or pandemic; 
(ii) the duration or expansion of travel restrictions and warnings — both domestically and internationally; (iii) 
whether additional countries or destinations will be added to the travel restrictions or warnings; (iv) what effect any 
COVID-19 or any other outbreak/pandemic-related travel restrictions or warnings may have on demand for travel; 
(v) whether and to what extent the COVID-19 outbreak or any other outbreak or pandemic may disrupt the local or 
global economy, manufacturing or supply chain, or whether any such disruption may adversely impact State-related 
operations and financial results; or (vi) whether any of the foregoing may have a material adverse effect on the 
finances and operations of the State. 


The extent of the impact of the COVID-19 on the State’s operational and financial performance, and on State’s 
general financial condition, will depend on future developments, many of which are out of the State’s control, 
including without limitation the implementation of federal aid; the duration and spread of the COVID-19 pandemic; 
restrictions, limitations and changes on school and university attendance, public gatherings and other public events; 
restrictions in operations of public and private businesses and organizations nationwide and internationally; and 
travel restrictions and other restrictions and measures taken in response to the COVID-19 pandemic. The State 
believes it may be months and perhaps years before the State is able to accurately determine the full impact that the 
various events surrounding COVID-19 have on the State’s economy and financial condition. 


Despite the economic effects of COVID-19, Montana’s primary economic base remains concentrated in nonresident 
travel, agriculture, and mining, as well as service-providing industries. Per the 2020 Labor Day Report issued by the 
Montana Department of Labor and Industry, Montana experienced the longest economic expansion in history from 
July 2009 to February 2020. Montana had real wage growth of 1.6% in calendar year 2019. Montana’s 
unemployment rate was as low as 3.5% in February 2020. In March 2020, the COVID-19 pandemic-induced 
recession appears to have been quite short, with employment levels quickly rebounding after the phased reopening 
of the economy. Unemployment claims hit a peak in April and continue to decrease steadily. Jobs have been quick 
to return with roughly 40,000 payroll positions added in May and June. Montana had the 16th smallest job loss 
among states, giving the state a smaller hurdle to overcome in the recovery. In July 2020, the Montana's 
unemployment rate was 6.4% with the national rate around 10.2%. Even with a strong recovery and rapid job 
growth, it is likely that the pandemic will have continued impacts on Montana's economy. 


Montana had an estimated 1,068,778 population as of July 1, 2019. The Montana labor market has total nonfarm 
workers of 464,600 in August 2020 as compared to 484,700 in August 2019. A more in-depth analysis of the State’s 
overall financial position can be found in the transmittal letter of this report. 


B-19 


B-20 


The Montana Constitution, Article VIII, Section 15, states that public retirement systems shall be funded on an 
actuarially sound basis. Public pension plans are considered actuarially sound if the unfunded accrued actuarial 
liability amortization period is within 30 years. As of June 30, 2020, the Game Warden & Peace Officers’ 
Retirement System (GWPORS), the Highway Patrol Officers’ Retirement System (HPORS), and the Public 
Employees’ Retirement System - Defined Benefit Retirement Plan (PERS-DBRP) were not in compliance and did 
not amortize within 30 years. The unfunded liabilities in the other state retirement systems amortize in 30 years or 
less as of the fiscal year ended June 30, 2020. 


The actuarial condition of these retirement plans is disclosed in greater detail in Note 6 of the financial statements. 
The unfunded actuarial liability of these plans is long-term in nature and does not translate into an inability of the 
plans to meet their current obligations in the near future. 


REQUESTS FOR INFORMATION 

This financial report is designed to provide a general overview of the State of Montana’s finances for all of 
Montana’s citizens, taxpayers, customers, investors, and creditors. The financial report seeks to demonstrate the 
State’s accountability for the money it receives. Questions concerning any of the information provided in this report 
or requests for additional information should be addressed to the State of Montana, Statewide Accounting Bureau, 
Room 255 Mitchell Building, PO Box 200102, Helena, MT 59620. 
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STATEMENT OF NET POSITION 
JUNE 30, 2020 
(amounts expressed in thousands) 


PRIMARY GOVERNMENT 
GOVERNMENTAL BUSINESS-TYPE COMPONENT 
ACTIVITIES ACTIVITIES TOTAL UNITS 
ASSETS 
Cash/cash equivalents (Note 3) $ 3,152,853 $ 415,578 $ 3,568,431 $ 613,423 
Receivables (net) (Note 4) 630,026 48,277 678,303 149,152 
Due from primary government — — _— 1,325 
Due from other governments 335,261 16,745 352,006 34,539 
Due from component units 560 1,525 2,085 176 
Internal balances 7,497 (7,497) _— _— 
Inventories 28,754 4,424 33,178 5,058 
Advances to component units 10,092 9,892 19,984 _— 
Long-term loans/notes receivable 525,184 41,969 567,153 597,356 
Equity in pooled investments (Note 3) 2,565,490 18,641 2,584,131 51,492 
Investments (Note 3) 215,456 2,728 218,184 2,142,283 
Securities lending collateral (Note 3) 46,893 339 47,232 6,798 
Net pension asset (Note 6) 39,567 _ 39,567 — 
Other assets 14,674 1,765 16,439 77,523 
Depreciable capital assets and infrastructure, net (Note 5) 4,494,153 15,121 4,509,274 835,952 
Land and nondepreciable capital assets (Note 5) 2,328,893 6,931 2,335,824 154,696 
Total assets 14,395,353 576,438 14,971,791 4,669,773 
DEFERRED OUTFLOWS OF RESOURCES (Note 4) 613,249 2,423 615,672 77,561 
LIABILITIES 
Accounts payable (Note 4) 743,939 49,961 793,900 127,328 
Lottery prizes payable — 3,152 3,152 _ 
Due to primary government — — _ 2,085 
Due to other governments 20,694 248 20,942 4,648 
Due to component units 1,325 — 1,325 176 
Due to pension trust funds 34,357 _— 34,357 _— 
Advances from primary government — — _ 19,984 
Unearned revenue 1,214,220 5,380 1,219,600 92,837 
Amounts held in custody for others 51,871 31 51,902 16,152 
Securities lending liability (Note 3) 46,893 339 47,232 6,798 
Other liabilities 4,504 — 4,504 22,862 
Short-term debt (Note 11) — 90,670 90,670 _ 
Long-term liabilities (Note 11): 
Due within one year 133,414 13,813 147,227 173,596 
Due in more than one year 418,492 5,975 424 467 1,832,149 
Net pension liability (Note 6) 2,243,084 11,510 2,254,594 186,395 
Total OPEB liability (Note 7) 45,593 817 46,410 27,460 
Total liabilities 4,958,386 181,896 5,140,282 2,512,470 


DEFERRED INFLOWS OF RESOURCES (Note 4) 219,243 3,645 222,888 56,222 
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PRIMARY GOVERNMENT 
GOVERNMENTAL ~_BUSINESS-TYPE 
ACTIVITIES ACTIVITIES 
NET POSITION 
Net investment in capital assets $ 6,743,003 $ 22,035 $ 
Restricted for: 
General government 32,617 — 
Transportation 102,115 — 
Health and human service 2,344 _— 
Natural resources 613,428 _— 
Public safety 217,332 — 
Education 8,430 — 
Funds held as permanent investments: 
Nonexpendable 1,887,735 _— 
Expendable 588,343 _— 
Unemployment compensation — 238,429 
Montana Board of Housing —_— _— 
Other purposes — 111,880 
Unrestricted (364,374) 20,976 
Total net position $ 9,830,973 $ 393,320 $ 


The notes to the financial statements are an integral part of this statement. 


TOTAL 
6,765,038 $ 


32,617 
102,115 
2,344 
613,428 
217,332 
8,430 


1,887,735 
588,343 
238,429 
111,880 

(343,398) 


10,224,293 $ 


COMPONENT 
UNITS 


682,593 


440,886 


159,911 
237,847 
657,405 


2,178,642 
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STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30, 2020 
(amounts expressed in thousands) 


PROGRAM REVENUES 
OPERATING CAPITAL 
CHARGES GRANTS GRANTS NET 
FOR AND AND (EXPENSE) 
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS REVENUE 
Governmental activities: 

General government $ 957,534 $ 249,885 $ 245,338 $ 668 $ (461,643) 

Public safety 458,526 182,773 34,960 — (240,793) 

Transportation 557,290 32,555 70,444 548,110 93,819 

Health and human services 2,896 774 39,945 2,179,408 — (677,421) 

Education 1,352,323 2,531 196,537 683 (1,152,572) 

Natural resources 338,957 178,646 203,620 14,970 58,279 

Interest on long-term debt 5,365 — _ _ (5,365) 

Total governmental activities 6,566,769 686,335 2,930,307 564,431 (2,385,696) 
Business-type activities: 

Unemployment Insurance 746,508 119,523 16,388 _— (610,597) 

Liquor Stores 98,324 116,583 — — 18,259 

State Lottery 51,385 59,892 — _ 8,507 

Municipal Finance Programs 2,542 7 2,482 — (53) 

Hail Insurance 1,154 1,182 33 _ 61 

Other Service 74,323 26,080 49,632 950 2,339 

Prison Funds 8,506 7,532 _ — (974) 

Mus’ Group Insurance 100,958 108,624 2,384 _— 10,050 

MUS' Workers Compensation 657 3,625 503 _— 3,471 

Total business-type activities 1,084,357 443,048 71,422 950 (568,937) 

Total primary government $ 7,651,126 $ 1,129,383 $ 3,001,729 $ 565,381 $ (2,954,633) 
Component units: 

Montana Board of Housing $ 24,455 $ 1,742 $ 25,151 $ — $ 2,438 

Facility Finance Authority 705 741 155 _ 191 

Montana State Fund 201,034 156,871 — — (44,163) 

Montana State University 630,487 287,201 213,150 5,972 (124,164) 

University of Montana 452,417 169,686 126,758 1,875 (154,098) 
Total component units $1,309,098 $ 616,241 §$ 365,214 $ 7,847 $ (319,796) 


‘Montana University System 
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PRIMARY GOVERNMENT 
GOVERNMENTAL _BUSINESS-TYPE COMPONENT 
ACTIVITIES ACTIVITIES TOTAL UNITS 
Changes in net position: 
Net (expense) revenue $ (2,385,696) $ (568,937) $ (2,954,633) $ (319,796) 
General revenues: 
Taxes: 
Property 327,629 — 327,629 — 
Fuel 260,553 _ 260,553 _ 
Natural resource 171,055 — 171,055 _ 
Individual income 1,455,150 _ 1,455,150 _ 
Corporate income 185,358 _ 185,358 _ 
Other (Note 1) 393,466 32,576 426,042 _ 
Unrestricted grants and contributions 740 496,499 497,239 _ 
Settlements 27,906 —_— 27,906 _ 
Unrestricted investment earnings 138,435 106 138,541 143,101 
Transfers from primary government _ — _ 244,663 
Gain (loss) on sale of capital assets 11,070 134 11,204 156 
Miscellaneous 8,043 8,012 16,055 1,036 
Contributions to term and permanent endowments — _— _— 37,057 
Transfers between primary government 58,703 (58,703) — _ 
Total general revenues, contributions, and transfers 3,038,108 478,624 3,516,732 426,013 
Change in net position 652,412 (90,313) 562,099 106,217 
Total net position - July 1 - as previously reported 9,195,927 482,568 9,678,495 2,070,862 
Adjustments to beginning net position (Note 2) (17,366) 1,065 (16,301) 1,563 
Total net position - July 1 - as adjusted 9,178,561 483,633 9,662,194 2,072,425 
Total net position - June 30 $ 9,830,973 $ 393,320 $ 10,224,293 $ 2,178,642 


The notes to the financial statements are an integral part of this statement. 
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BALANCE SHEET 
GOVERNMENTAL FUNDS 

JUNE 30, 2020 

(amounts expressed in thousands) 


ASSETS 

Cash/cash equivalents (Note 3) 
Receivables (net) 

Interfund loans receivable (Note 12) 
Due from other governments 

Due from other funds (Note 12) 

Due from component units 
Inventories 

Equity in pooled investments (Note 3) 
Long-term loans/notes receivable 
Advances to other funds (Note 12) 
Advances to component units 
Investments (Note 3) 

Securities lending collateral (Note 3) 
Other assets 


Total assets 


LIABILITIES, DEFERRED INFLOWS OF RESOURCES, 
AND FUND BALANCES 

Liabilities: 
Accounts payable 
Interfund loans payable (Note 12) 
Due to other governments 
Due to other funds (Note 12) 
Due to component units 
Advances from other funds (Note 12) 
Unearned revenue 
Amounts held in custody for others 
Securities lending liability (Note 3) 
Other liabilities 

Total liabilities 


DEFERRED INFLOWS OF RESOURCES 


Fund balances (Note 14): 
Nonspendable 
Restricted 
Committed 
Assigned 
Unassigned 
Total fund balances 
Total liabilities, deferred inflows of resources, and fund balances 


The notes to the financial statements are an integral part of this statement. 


GENERAL 


528,914 $ 


434,693 
95,979 
12,849 
26,471 


3,704 


355 


6,834 


3,384 
1,113,183 


334,730 


185,641 


4,903 


117,773 
89,469 
380,667 


592,812 


1,113,183 $ 


SPECIAL REVENUE 


STATE 


989,208 $ 
86,629 
101,954 
892 
13,737 
304 
20,117 
370,979 
498,389 
28,348 
2,295 
12,600 
6,957 
10,174 

2,142,583 _$ 


188,550 $ 
5,288 
19,336 
10,182 
498 
6,065 
21,971 
40,003 
6,957 
304 
299,154 


7,314 


21,310 
1,146,404 
668,401 


1,836,115 
2,142,583 $ 


FEDERAL 


1,264,153 
75,438 
321,510 
2,882 

17 


308 
1,670,522 


237,358 
189,055 
1,188 
1,851 
742 
25,486 
1,194,737 
125 


1,650,542 


26,779 


252 


(7,051) 
(6,799) 
1,670,522 


PERMANENT 


“COAL —“‘(<i‘(‘i‘CSO;;C;:;:C™ 


SEVERA 
TAX 
$ 
$ 
$ 
$ 


NCE 


55,978 $ 
11,231 


8 
110 


955,862 
2,507 
7473 

193,506 

17,395 


1,244,070 $ 


655,267 


566,510 


1,221,777 
1,244,070 $ 


31,215 $ 
1,794 


818,417 


14,894 
243 


866,563 $ 


845,746 


845,746 
866,563 $ 


NONMAJOR 


60,335 $ 
9,001 
5 
1,447 
120 
399,033 
20,581 
6,065 
318 


7,262 


504,167 $ 


384,871 
35,737 
54,957 

1,044 
(709) 


475,900 
504,167 $ 


TOTAL 


2,929,803 
618,786 
197,938 
335,251 

44,545 
551 
23,821 

2,544,291 

525,184 
37,275 
10,086 

212,940 
46,508 
14,109 


7,941,088 


724,797 
196,142 
20,694 
19,389 
35,682 
38,876 
1,217,506 
51,376 
46,508 
304 
2,351,274 


224,263 


1,912,349 
1,182,141 
1,407,641 
90,513 
372,907 


4,965,551 
7,941,088 
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RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO THE 
STATEMENT OF NET POSITION 


JUNE 30, 2020 


(amounts expressed in thousands) 
Total fund balances - governmental funds $ 4,965,551 
Amounts reported for governmental activities in the Statement of Net Position are different due to: 


Capital assets used in governmental activities are not current financial resources and therefore not 
reported in the governmental funds (Note 5): 


Depreciable capital assets and infrastructure, net $ 4,494 153 
Land and nondepreciable capital assets 2,328,893 6,823,046 


Deferred outflows of resources represent a consumption of net assets that will be reported as an 
outflow of resources in a future period and therefore are not reported in the governmental funds. 613,249 


Other assets not available in the current period and therefore are not reported in the governmental 
funds: 


Net pension asset 39,567 
Long-term receivables (444) 


Internal service funds are used by management to charge the costs of certain activities, such as 

insurance and central computer services, to individual governmental funds. The assets and liabilities 

and of the internal service funds are included in the governmental activities in the Statement of Net 

Position, excluding internal service funds' capital assets, deferred outflows of resources, deferred 

inflows of resources and long-term liabilities reported in specific areas. 237,715 


Other liabilities that are not due and payable in the current period and are not reported in the 
governmental funds. (12,149) 


A portion of deferred inflows of resources represents an acquisition of net assets that will be 
recognized as an inflow of resources in a future period, which differs than that reported in the 
governmental funds. 5,021 


Long-term liabilities and related accrued interest are not due and payable in the current period and 
therefore are not reported in the governmental funds (Note 11): 


Other long-term liabilities (551,906) 

Net pension liability (2,243,084) 

Total OPEB liability (45,593) (2,840,583) 
Total net position - governmental activities $ 9,830,973 


The notes to the financial statements are an integral part of this statement. 
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 


GOVERNMENTAL FUNDS 


FOR THE FISCAL YEAR ENDED JUNE 30, 2020 


(amounts expressed in thousands) 


REVENUES (Note 14) 
Licenses/permits 
Taxes: 

Natural resource 

Individual income 

Corporate income 

Property 

Fuel 

Other 
Charges for services/fines/forfeits/settlements 
Investment earnings 
Securities lending income 
Sale of documents/merchandise/property 
Rentals/leases/royalties 
Contributions/premiums 
Grants/contracts/donations 
Federal 
Federal indirect cost recoveries 
Other revenues 

Total revenues 


EXPENDITURES 
Current: 
General government 
Public safety 
Transportation 
Health and human services 
Education 
Natural resources 
Debt service: 
Principal retirement 
Interest/fiscal charges 
Capital outlay 
Securities lending 
Total expenditures 
Excess of revenue over (under) expenditures 


OTHER FINANCING SOURCES (USES) 
Inception of lease/installment contract 
Insurance proceeds 
General capital asset sale proceeds 
Bond premium 
Bond proceeds 
Energy conservation loans 
Transfers in (Note 12) 
Transfers out (Note 12) 
Total other financing sources (uses) 
Net change in fund balances 
Fund balances - July 1 - as previously reported 
Adjustments to beginning fund balance (Note 2) 
Fund balances - July 1 - as adjusted 
Increase (decrease) in inventories 
Fund balances - June 30 


The notes to the financial statements are an integral part of this statement. 


SPECIAL REVENUE 
GENERAL STATE FEDERAL 

$ 132,654 $ 285,639 $ — 
69,726 64,110 _ 
1,421,934 — _ 
186,680 — — 
308,093 19,536 — 
= 260,324 = 
237,274 151,174 = 
33,453 106,641 7,358 
20,243 39,163 668 
— 75 37 
273 12,536 — 
8 1,346 = 
_ 33,809 7 
11,315 19,503 72 
18,889 6,642 3,180,500 
178 57,509 93,287 
2,414 3,949 1,289 
2,443,134 7,061,956 3,283,211 
372,209 193,199 172,137 
321,661 96,834 25,892 
= 248,620 106,199 
480,752 231,632 2,181,889 
1,082,324 76,644 193,684 
36,263 195,389 90,770 
208 3,603 103 
256 645 1 
11,681 90,705 460,057 
= 46 7 
2,305,354 T 137,317 3,230,749 
737,780 (75,361) 52,402 
433 15,290 257 
48 34,366 — 
76 892 = 
= 4,361 = 
= 28,900 — 
— 632 _ 
86,773 176,213 1,485 
(76,949) (64,180) (48,633) 
70,381 196,474 (46,891) 
748,161 721,113 571 
443,409 7,713,804 (12,614) 
1,445 1,378 244 
444,854 7,715,212 (12,370) 
(203) (210) = 
$ 592,812 $ 1,836,115 $ (6,799) 


PERMANENT 


“——CoAL-—TT—C—“(S;~;7;73;3RVTCtC~;” 
SEVERANCE 


TAX 


22,597 


(33,787) 
(33,785) 
66,040 
7,155,737 


1,155,737 


1,221,777 $ 


126,563 


96 
4,452 
122,111 


11,021 


6 
(61,585) 
(60,558) 

71,553 
774,193 


774,193 


845,746 $ 


NONMAJOR 


68,662 
(24,937) 
40,311 
79,982 
456,054 

(136) 
755,918 


475,900 $ 


TOTAL 
420,011 


163,999 
1,421,934 
186,680 
327,629 
260,324 
392,445 
157,278 
237,284 
527 
22,746 
56,180 
33,809 
31,028 
3,206,031 
150,974 
7,652 
7,076,531 


737,581 
444,483 
354,819 
2,894,951 
1,352,665 
327,243 


34,749 

5,765 
611,539 
308 
6,764,103 
312,428 


15,980 
35,052 
11,997 
4,361 
28,900 
632 
333,141 
(310,071) 
719,992 
432,420 
4,530,613 
2,931 
7,530,544 
(413) 
4,965,551 
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN 
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 


FOR THE FISCAL YEAR ENDED JUNE 30, 2020 
(amounts expressed in thousands) 


Net change in fund balances - total governmental funds $ 
Amounts reported for governmental activities in the Statement of Activities are different due to: 


Capital outlays are reported as expenditures in governmental funds. However, in the Statement of 
Activities, these costs are allocated as depreciation expense over the useful life of the capital asset. 
Capital outlays exceeded depreciation expense in the current year by the following amount (Note 5): 


Capital outlay $ 611,539 


Depreciation expense and amortization (254,930) 


Miscellaneous transactions involving capital assets such as sales (gain/loss) and donations are 
reported in the Statement of Activities, but only proceeds from sales are reported in the governmental 
funds. 


Revenues reported in the Statement of Activities that do not provide current financial resources are 
not reported as revenues in the governmental funds. 


Bond proceeds provide current financial resources to governmental funds, but issuing debt increases 
long-term liabilities in the statement of net assets. 


Internal service funds are used by management to charge the costs of certain activities, such as 
insurance and central computer services, to individual governmental funds. Internal service funds are 
reported separately from governmental funds in the fund financial statements. In the government- 
wide statements, internal service funds are included with governmental activities. 


Some expenses reported in the Statement of Activities do not require the use of current financial 
resources and therefore are not reported as expenditures in the governmental funds. Some 
expenditures reported in the governmental funds either increase or decrease items reported in the 
Statement of Net Position. 


Change in net position - governmental activities $ 


The notes to the financial statements are an integral part of this statement. 


432,420 


356,609 


(542) 


34,712 


(33,261) 


32,892 


(170,418) 


652,412 


STATEMENT OF FUND NET POSITION 
PROPRIETARY FUNDS 

JUNE 30, 2020 

(amounts expressed in thousands) 


ASSETS 

Current assets: 
Cash/cash equivalents (Note 3) 
Receivables (net) (Note 4) 
Interfund loans receivable (Note 12) 
Due from other governments 
Due from other funds (Note 12) 
Due from component units 
Inventories 
Short-term investments (Note 3) 
Securities lending collateral (Note 3) 
Other current assets 

Total current assets 


Noncurrent assets: 
Advances to other funds (Note 12) 
Advances to component units 
Long-term investments (Note 3) 
Long-term notes/loans receivable 
Other long-term assets 
Capital assets (Note 5): 
Land 
Land improvements 
Buildings/improvements 
Equipment 
Infrastructure 
Construction work in progress 
Intangible assets 
Other capital assets 
Less accumulated depreciation 
Total capital assets 
Total noncurrent assets 
Total assets 


DEFERRED OUTFLOWS OF RESOURCES (Note 4) 


BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS 


UNEMPLOYMENT 
INSURANCE 


248,066 
4,478 
16,745 


269,289 


2,266 
271,595 


MUNICIPAL 
FINANCE 


PROGRAMS NONMAJOR 


26,546 $ 
8,029 


140,966 $ 
35,770 
61 


181,930 


800 
3,830 
16,379 
9,806 
1,175 
2,361 
1,521 
3,770 
(17,591) 
22,051 
44,105 
226,035 


2,372 


TOTAL 


415,578 $ 
48,277 
61 
16,745 
3,338 
1,525 
4,424 
146 
339 
370 
490,803 


7,008 
9,892 
21,223 
41,969 
1,395 


800 
3,830 
16,379 
9,810 
1,175 
2,361 
1,521 
3,770 
(17,594) 
22,052 
103,539 
594,342 


2,423 


GOVERNMENTAL 


ACTIVITIES - 


INTERNAL 
SERVICE 
FUNDS 


223,048 
11,691 


240,751 


95 
6,069 
264,670 
4,397 
551 
(170,266) 
105,516 
129,231 
369,982 


9,975 
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STATEMENT OF FUND NET POSITION 
PROPRIETARY FUNDS 

JUNE 30, 2020 

(amounts expressed in thousands) 


BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS 


UNEMPLOYMENT 
INSURANCE 
LIABILITIES 
Current liabilities: 
Accounts payable (Note 4) $ 29,005 
Lottery prizes payable _ 
Interfund loans payable (Note 12) 1,500 


Due to other governments _ 
Due to other funds (Note 12) _ 
Unearned revenue 2,621 
Lease/installment purchase payable (Note 10) _ 
Short-term debt (Note 11) _ 
Bonds/notes payable - net (Note 11) _ 
Amounts held in custody for others _ 
Securities lending liability (Note 3) _ 
Estimated insurance claims (Note 8) _ 
Compensated absences payable (Note 11) _ 

Total current liabilities 33,126 


Noncurrent liabilities: 

Lottery prizes payable _— 
Advances from other funds (Note 12) — 
Lease/installment purchase payable (Note 10) _ 
Bonds/notes payable - net (Note 11) _ 
Estimated insurance claims (Note 8) _ 
Compensated absences payable (Note 11) _ 
Arbitrage rebate tax payable (Note 11) _ 
Net pension liability (Note 6) _ 
Total OPEB liability (Note 7) — 
Total noncurrent liabilities _ 
Total liabilities 33,126 


DEFERRED INFLOWS OF RESOURCES (Note 4) = 
NET POSITION 


Net investment in capital assets _ 
Restricted for: 


Unemployment compensation 238,429 
Other purposes _ 
Unrestricted _ 
Total net position $ 238,429 


The notes to the financial statements are an integral part of this statement. 


MUNICIPAL 
FINANCE 


PROGRAMS NONMAJOR 


343 $ 


91,046 


20,613 $ 
2,173 
80 


22,034 


111,606 
15,880 
149,520 $ 


TOTAL 


49,961 
2,173 
1,580 

248 


31 

339 
12,942 
860 
180,519 


4,581 
1,357 
22 
11,510 
817 
19,281 
199,800 


3,645 


22,035 


238,429 
111,880 

20,976 
393,320 


GOVERNMENTAL 
ACTIVITIES - 


INTERNAL 
SERVICE 
FUNDS 


5,407 
4,170 
243 
33,608 
4,620 
52,221 
2,795 
103,064 
170,380 


11,142 


91,167 


107,268 
$ 198,435 
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION 
PROPRIETARY FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2020 

(amounts expressed in thousands) 


GOVERNMENTAL 
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES - 
MUNICIPAL INTERNAL 
UNEMPLOYMENT FINANCE SERVICE 
INSURANCE PROGRAMS NONMAJOR TOTAL FUNDS 
Operating revenues: 
Charges for services $ 126 $ 7 $ 196,619 $ 196,752 $ 160,006 
Investment earnings 8,549 441 3,210 12,200 3,421 
Securities lending income _ _ 4 4 6 
Financing income _ 2,041 _ 2,041 _ 
Contributions/premiums 119,397 — 125,820 245,217 227,049 
Grants/contracts/donations 7,839 _— 49,221 57,060 5,504 
Other operating revenues — — 9,088 9,088 12,023 
Total operating revenues 405917 2489 306002 ‘522,002 ~~ 408,009 
Operating expenses: 
Personal services _ 282 17,653 17,935 71,822 
Contractual services _— 54 22,834 22,888 39,424 
Supplies/materials — TL 99,872 99,879 21,301 
Benefits/claims 745,250 — 149,459 894,709 222,488 
Depreciation _— — 875 875 14,672 
Amortization _ — 541 541 541 
Utilities/rent — 53 1,119 1,172 7,608 
Communications — 8 971 979 11,376 
Travel — 2 249 251 469 
Repairs/maintenance _ — 1,437 1,437 27,904 
Grants _— — _— _ 230 
Lottery prize payments — _ 36,766 36,766 _ 
Securities lending expense _ - 2 2 3 
Arbitrage rebate tax _ 72 _ 72 - 
Interest expense _ 2,008 8 2,016 433 
Other operating expenses 1,258 56 3,078 4,392 5,830 
Total operating expenses 746508 2042 304004 1,003,014 | 424,401 
Operating income (loss) (610,597) (53) 49,098 (561,552) (16,092) 
Nonoperating revenues (expenses): 
Tax revenues (Note 1) _ _ 32,576 32,576 — 
Grant revenue 496,499 — _ 496,499 _ 
Insurance proceeds _— — _— _ 261 
Gain (loss) on sale of capital assets _ _ 44 44 (48) 
Federal indirect cost recoveries — — 225 225 13,478 
Increase (decrease) value of livestock _ _ (353) (353) _ 
Total nonoperating revenues (expenses) “——4g6499.—~*«“‘<sUs;<‘S OW OC~«; U2 Ag2”~<‘«‘éC~; @TSO!#~!~«S OT 
Income (loss) before contributionsand = tsti<“<i=‘“~*~*S*S*S*S~<Cs~s~s‘“‘st‘“‘“‘<( 
transfers (114,098) (53) 81,590 (32,561) (2,401) 
Capital contributions _ _— 1,184 1,184 107 
Transfers in (Note 12) _ _ 458 458 36,137 
Transfers out (Note 12) _— — (59,394) (59,394) (944) 
Change in net position (114,098) (53) 23,838 (90,313) 32,899 
Total net position - July 1 - as previously reported 351,527 5,413 125,628 482,568 165,979 
Adjustments to beginning net position (Note 2) 1,000 11 54 1,065 (443) 
Total net position - July 1 - as adjusted 352,527 5,424 125,682 483,633 165,536 
Total net position - June 30 $ 238,429 $ 5,371 $ 149,520 $ 393,320 $ 198,435 


The notes to the financial statements are an integral part of this statement. 


B-36 


STATEMENT OF CASH FLOWS 
PROPRIETARY FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2020 
(amounts expressed in thousands) 


CASH FLOWS FROM OPERATING ACTIVITIES 
Receipt from sales and service 
Payments to suppliers for goods and services 
Payments to employees 
Grant receipts (expenses) 
Cash payments for claims 
Cash payments for prizes 
Other operating revenues 
Other operating payments 

Net cash provided by (used for) 

operating activities 


CASH FLOWS FROM NONCAPITAL 
FINANCING ACTIVITIES 
Collection of taxes 
Transfer to other funds 
Transfer from other funds 
Proceeds from interfund loans/advances 
Payment of interfund loans and advances 
Payment of principal and interest on bonds and notes 
Grant receipt 

Net cash provided by (used for) 

noncapital financing activities 


CASH FLOWS FROM CAPITAL AND RELATED 
FINANCING ACTIVITIES 
Proceeds from insurance 
Acquisition of capital assets 
Proceeds from sale of capital assets 
Net cash provided by (used for) capital and 
related financing activities 


CASH FLOWS FROM INVESTING ACTIVITIES 
Sale (purchase) of investments 
Proceeds (loss) on sales or maturities of investments 


Proceeds (loss) from securities lending transactions/ 
investments 


Interest and dividends on investments 
Payment of securities lending costs 
Collections of principal and interest on loans 
Cash payment for loans 
Net cash provided by (used for) 
investing activities 
Net increase (decrease) in cash 
and cash equivalents 
Cash and cash equivalents, July 1 
Cash and cash equivalents, June 30 


UNEMPLOYMENT 
INSURANCE 


149,412 $ 
(3,499) 
7,830 

(744,996) 


(1,258) 


(692,511) 


479,806 


481,291 


11,306 


11,306 


(99,914) 
347,980 
248,060 $ 


The notes to the financial statements are an integral part of this statement. 


(16,756) 


42,169 
(29,093) 


76,203 
(1,178) 


27,724 
26,546 $ 


BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS 
MUNICIPAL 
FINANCE 


PROGRAMS NONMAJOR 


315,932 $ 
(120,966) 
(17,385) 
49,381 
(149,826) 
(37,048) 
9311 
(2,894) 


46,505 


5,812 


21,833 
119,133 
140,966 $ 


TOTAL 


465,351 $ 
(124,713) 
(17,769) 
57,211 
(894,822) 
(37,048) 
9,311 
(4,152) 


(646,631) 


32,576 
(62,239) 
457 
1,587 
(61) 
(16,764) 
479,806 


435,362 


14,991 

(3) 
42,169 
(29,093) 


33,321 
(79,259) 


494,837 
415,578 $ 


GOVERNMENTAL 
ACTIVITIES - 
INTERNAL 
SERVICE 
FUNDS 


385,267 
(111,093) 
(70,040) 
5,261 
(184,467) 
25,499 
(5,830) 


44,597 


36,812 


262 
(12,656) 
916 


(11,478) 


10,998 


14,422 


84,353 
138,695 
223,048 


STATEMENT OF CASH FLOWS 
PROPRIETARY FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2020 
(amounts expressed in thousands) 


Reconciliation of operating income to net 
cash provided by operating activities: 


Operating income (loss) 


Adjustments to reconcile operating income 
to net cash provided for (used for) 
operating activities: 

Depreciation 

Amortization 

Securities lending expense 
Investment earnings 
Securities lending income 
Financing income 

Interest expense 

Other revenue 

Arbitrage rebate tax 


Change in assets, deferred outflows, liabilities and 
deferred inflows: 

Decr (Incr) in accounts receivable 

Decr (Incr) in due from other funds 

Decr (Incr) in due from component units 
in due from other governments 
Decr (Incr) in inventories 
Decr (Incr) in other assets 


ner (Decr 


( 

( 
Decr (Incr 

( 

( 


in accounts payable 
in due to other funds 
in due to other governments 


ner (Decr: 
ner (Decr 


ner (Decr: 


os 


in lottery prizes payable 
ner (Decr) in unearned revenue 
ner (Decr) in amounts held in custody for others 
ner (Decr, 


ne 


in compensated absences payable 
in total OPEB liability 
in estimated claims 


Decr) 
ner (Decr: 


a 


ner (Decr) in other payables 


ner (Decr: 
accounts 


in net pension liability and related 


Net cash provided by (used for) 
operating activities 


Schedule of noncash transactions: 

Capital asset acquisitions from contributed capital 
Incr (Decr) in fair value of investments 

Total noncash transactions 


GOVERNMENTAL 
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES 
MUNICIPAL INTERNAL 
UNEMPLOYMENT FINANCE SERVICE 
INSURANCE PROGRAMS NONMAJOR TOTAL FUNDS 
$ (610,597) $ (53) $ 49,098 $ (561,552) $ (16,092) 
_ _ 875 875 14,672 
_ — 541 541 541 
a a 3 3 3 
(8,549) (441) (3,184) (12,174 (3,421) 
= = (4) (4 (6) 
a (2,041) — (2,044 _ 
_ 2,008 8 2,016 432 
_ _— 225 225 13,476 
_ (23) — (23 — 
(1,498) — (5,165) (6,663 (2,637) 
_ _ 2 2 (29) 
— — a a 54 
(9) = 166 157 (7) 
= _ 599 599 (602) 
_ _ (2) (2) 355 
25,521 16 2,807 28,344 2,651 
— — 1,476 1,476 82 
_ _ 135 135 _ 
— = (281) (281) = 
2,621 os 555 3,176 (115) 
_ _ = = 494 
— (16) 210 194 580 
_ 1 (155) (154) (394) 
_ — (1,546) (1,546) 37,760 
_ — 7 7 (4,419) 
— (76) 135 59 1,219 
$ (592,511) $ (625) $ 46,505 $ (546,631) $ 44,597 
$ —$ —$ 1,184 $ 1,184 § 108 
— (9) (905) (914) (1,050) 
$ — $ (9) $ 279 $ 270 $ (942) 


The notes to the financial statements are an integral part of this statement. 
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STATEMENT OF FIDUCIARY NET POSITION 
FIDUCIARY FUNDS 

JUNE 30, 2020 

(amounts expressed in thousands) 


ASSETS 
Cash/cash equivalents (Note 3) 
Receivables (net): 
Accounts receivable 
Interest 
Due from primary government 
Due from other PERB plans 
Long-term loans/notes receivable 
Total receivables 
Investments at fair value: 
Equity in pooled investments (Note 3) 
Other investments (Note 3) 
Total investments 
Securities lending collateral (Note 3) 
Capital Assets: 
Land 
Buildings/improvements 
Equipment 
Accumulated depreciation 
Intangible assets 
Total capital assets 
Other assets 
Total assets 


DEFERRED OUTFLOWS OF RESOURCES 


LIABILITIES 

Accounts payable 
Due to other PERB plans 
Unearned revenue 
Securities lending liability (Note 3) 
Compensated absences payable 
Net pension liability (Note 6) 
Total OPEB liability (Note 7) 

Total liabilities 


DEFERRED INFLOWS OF RESOURCES 
NET POSITION 


Restricted for: 
Pensions 


Postemployment benefits other than pensions 


Pool participants 


Individuals, organizations, and other governments 


Total net position 


The notes to the financial statements are an integral part of this statement. 


PENSION 

(AND OTHER 

EMPLOYEE PRIVATE 
BENEFIT) PURPOSE 


TRUST FUNDS TRUST FUNDS 
$ 130,602 $ 45,741 


22,235 = 
65 _ 
34,357 _ 
197 = 

9 a 
57,463 = 


11,658,386 = 
868,852 167,559 
12,527 ,238 167,559 
62,203 _ 


35 = 
973 = 

96 = 

(281) = 

5,309 = 
6,132 = 

= 34,835 
12,783,638 248,135 


359 = 


1,247 21 
197 = 
369 _ 

62,203 = 
635 _ 

1,488 _ 

213 = 
66,952 21 


370 = 


12,136,708 _ 
579,967 = 

= 248,114 

$ 12,716,675 $ 248,114 


INVESTMENT 
TRUST 
FUNDS 


$ 1,705,734 $ 


1,719,921 


1,718,902 


$ 1,718,902 $ 


CUSTODIAL 
FUNDS 


6,281 


B-39 


STATEMENT OF CHANGES IN FIDUCIARY NET POSITION 
FIDUCIARY FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2020 

(amounts expressed in thousands) 


PENSION 
(AND OTHER 
EMPLOYEE PRIVATE INVESTMENT 
BENEFIT) PURPOSE TRUST CUSTODIAL 
TRUST FUNDS TRUST FUNDS FUNDS FUNDS 
ADDITIONS 
Contributions/premiums: 
Employer $ 273,930 $ — $ — $ _ 
Employee 260,267 _ _— — 
Other contributions 118,680 18,278 1,615,814 _ 
Investment earnings: 
Net increase in fair value of investments 405,201 (926) 1,304 _ 
Interest, dividends, and other 24,836 1 23,686 17 
Securities lending income 1,349 _— 3 _— 
Total investment earnings 431,386 (925) 24,993 17 
Less investment costs: 
Administrative investment expense 64,071 _ _— _— 
Securities lending expense 719 _ 2 _ 
Net investment earnings 366,596 (925) 24,991 17 
Charges for services 786 _ _ _ 
Other additions and miscellaneous 905 9,160 _— 51,943 
Total additions 1,021,164 26,513 1,640,805 51,960 
DEDUCTIONS 
Benefits 986,936 — _ __ 
Refunds 22,878 — _— __ 
Distributions _ 38,336 1,310,284 47,848 
Administrative expenses 13,286 758 _— _— 
Local assistance 12 _ _ _ 
Transfers to MUS-RP 268 _— _ _— 
Transfers to PERS-DCRP 1,984 _ _ _ 
Total deductions 1,025,364 39,094 1,310,284 47,848 
Change in net position (4,200) (12,581) 330,521 4,112 
Net position - July 1 - as previously reported 12,720,859 287,288 1,388,381 a 
Adjustments to beginning net position (Note 2) 16 (26,593) _ 4,705 
Net position - July 1 - as adjusted 12,720,875 260,695 1,388,381 4,705 
Net position - June 30 $ 12,716,675 $ 248,114 $ 1,718,902 $ 8,817 


The notes to the financial statements are an integral part of this statement. 
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NOTES TO THE FINANCIAL STATEMENTS 


NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The accompanying financial statements for the State of Montana (State) have been prepared in accordance with 
Generally Accepted Accounting Principles (GAAP), as prescribed by the Governmental Accounting Standards 
Board (GASB). 


A. Reporting Entity 


For financial reporting purposes, the State includes funds that comprise the primary government and its component 
units. The component units are entities that the State is financially accountable for, or whose relationship with the 
State is such that exclusion would cause the State's financial statements to be misleading or incomplete. GASB has 
set forth criteria to be considered in determining financial accountability. This criterion includes appointing a voting 
majority of an organization's governing body, and (1) the ability of the State to impose its will on that organization 
or (2) the potential for the organization to provide specific financial benefits to, or impose specific financial burdens 
on, the State. 


Discretely Presented Component Units 

These component units are entities that are legally separate from the State because they possess corporate powers, 
but are financially accountable to the State, or whose relationships with the State are such that exclusion would 
cause the State's financial statements to be misleading or incomplete. Complete financial statements of the individual 
component units, which issue separate financial statements, can be obtained from their respective administrative 
offices. The condensed financial statements, presented in Note 18, include the financial data of the entities listed 
below. 


Complete financial statements for each of the individual discretely presented component units may be obtained at 
the following addresses: 


Montana Board of Housing Montana State Fund 

301 South Park, Room 240 855 Front Street 

PO Box 200528 PO Box 4759 

Helena, MT 59620-0528 Helena, MT 59604-4759 

Facility Finance Authority Universities and Colleges 

2401 Colonial Drive, 3"! Floor Commissioner of Higher Education 
PO Box 200506 560 North Park Ave, 4th Floor 
Helena, MT 59620-0506 PO Box 203201 


Helena, MT 59620-3201 


Montana Board of Housing (MBOH) — MBOH, which is a legally separate entity, is governed by a quasi-judicial 
board appointed by the Governor with the advice and consent of the Senate. The State of Montana has the ability to 
modify or approve: the budget, the rate or fee changes affecting revenues, and the ability to appoint, hire, reassign, 
or dismiss those responsible for the day-to-day operations of MBOH. It was created in 1975 to facilitate the 
availability of safe and affordable housing to persons and families of lower-income. MBOH issues negotiable notes 
and bonds to fulfill its purposes. The total amount of notes and bonds outstanding at any time may not exceed $1.5 
billion. The discount price of bonds sold, not the face amount of the bonds, counts against this statutory ceiling. 
Neither the faith and credit nor taxing power of the State of Montana may be pledged for the amounts so issued. 
MBOH is attached to the Department of Commerce for administrative purposes only. MBOH is audited annually by 
the State’s Legislative Audit Division. 


Facility Finance Authority (FFA) — FFA, which is a legally separate entity, is governed by a quasi-judicial board 
appointed by the Governor with the advice and consent of the Senate. The State of Montana has the ability to modify 
or approve: the budget, the rate or fee changes affecting revenues, and the ability to appoint, hire, reassign, or 
dismiss those responsible for the day-to-day operations of FFA. FFA assists eligible, nonprofit Montana health care 
and other community-based service providers to obtain and maintain access to the broadest range of low-cost capital 
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financing as possible. FFA issues revenue bonds to fulfill its purposes. Neither the faith and credit or taxing power 
of the State of Montana may be pledged for the amounts so issued. FFA is attached to the Department of Commerce 
for administrative purposes only. Individual financial reports are issued every two years and are audited by the 
State’s Legislative Audit Division. 


Montana State Fund (MSF) — MSF is a nonprofit, independent public corporation established under Title 39, 
Chapter 71 of the Montana Code Annotated (MCA). MSF provides Montana employers with an option for workers’ 
compensation and occupational disease insurance and guarantees available coverage for all employers in Montana. 
MSF is governed by a seven-member Board of Directors appointed by the Governor with the advice and consent of 
the Senate. This Board has full power, authority, and jurisdiction in the administration of MSF. MSF's results are 
included in the State's Comprehensive Annual Financial Report because of the significance of MSF's financial 
relationship with the State. MSF's board is allocated to the Department of Administration for administrative 
purposes only. MSF is reported on a calendar year basis and is audited annually by the State’s Legislative Audit 
Division and is also regulated by the Montana State Auditor's Office as an authorized insurer that is subject to the 
provisions of Title 33, Montana Insurance Code. 


MSF functions as an autonomous insurance entity supported solely from its own revenues. All assets, debts, and 
obligations of MSF are separate and distinct from assets, debts, and obligations of the State of Montana. If MSF is 
dissolved by an act of law, the assets held by MSF are subject to the disposition provided by the Legislature enacting 
the dissolution with due regard given to obligations incurred and existing (Section 39-71-2322, MCA). 


MSF handles the administration of the claims of Montana State Fund and State of Montana (Old Fund), including 
determining who a claimant is; what, if any, claims will be paid; and the amount of claims allowed to be paid. Old 
Fund covers workers’ compensation claims that were incurred before July 1, 1990, and is reported within the 
governmental activities of the primary government, on the government-wide financial statements. 


Universities and Colleges — The Montana Constitution, Article X, Section 9, grants governance authority over the 
Montana University System (MUS) to the Board of Regents (Board), with seven members appointed by the 
Governor and confirmed by the Senate. All state funds appropriated by the Legislature to the Board for the support 
of the MUS are channeled through the Office of the Commissioner of Higher Education (OCHE). The Constitution 
charges the Board with hiring a Commissioner of Higher Education who serves as its executive staff. OCHE is the 
state-level administrative organization of the MUS. 


The Board has responsibility for the following institutions: Montana State University - Bozeman and the units under 
it including Montana State University - Billings, Montana State University - Northern, and Great Falls College 
Montana State University; and University of Montana - Missoula and the units under it including Montana 
Technological University, University of Montana - Western, and Helena College University of Montana. All units 
are funded through state appropriations, tuition, federal grants, and private donations and grants. The universities are 
audited annually by the State’s Legislative Audit Division. 


Though the following organizations perform functions related to the MUS, they are not considered part of Montana's 
reporting entity: (1) Community Colleges which are considered part of local units of government; (2) the Montana 
Higher Education Student Assistance Corporation, a private nonprofit corporation; and (3) the Student Assistance 
Foundation of Montana, a private nonprofit corporation. Entities such as local school districts and local authorities 
of various kinds are considered part of local units of government and have not been included. The state and federal 
support of local public education systems is reported in the General Fund, the State Special Revenue Fund, and the 
Federal Special Revenue Fund. 


Fiduciary Fund Component Units 
Complete financial statements for each of the individual fiduciary fund component units may be obtained at the 
following addresses: 


Teachers’ Retirement System Public Employees’ Retirement Board 
100 North Park Avenue, Suite 110 100 North Park Avenue, Suite 200 
PO Box 200139 PO Box 200131 


Helena, MT 59620-0139 Helena, MT 59620-0131 


Teachers’ Retirement System (Pension Trust Fund) — This retirement plan is a legally separate entity with a board 
appointed by the Governor. Its purpose is to provide retirement, disability, death, and lump-sum payments to benefit 
recipients of Montana's public teaching profession. The plan is funded from employer and employee contributions, 
investment earnings, and the State’s General Fund. The benefit payments and administrative costs of the Teachers’ 
Retirement System are paid from the same funding sources. The system is audited annually by the State’s 
Legislative Audit Division. Further detail related to the Teachers’ Retirement System is provided in Note 6. 


Public Employees’ Retirement Board (Pension and Other Employee Benefit Trust Funds) — The Public Employees’ 
Retirement Board (PERB) is appointed by the Governor and administers ten separate plans for the purpose of 
providing retirement, disability, death, and lump-sum payments to plan members. These legally separate plans 
include the Public Employees’ Retirement Plan — Defined Benefit and Defined Contribution and the associated 
education funds; the Judges’; the Highway Patrol Officers’; the Sheriffs’; the Game Wardens’ and Peace Officers’; 
the Municipal Police Officers’; the Firefighters’ Unified Retirement Systems; the Volunteer Firefighters’ 
Compensation Act; and the State of Montana Deferred Compensation Program (457 Plan) retirement plans. The 
board also administers an Other Post Employment Benefit (OPEB) disability plan on behalf of Public Employees’ 
Retirement Plan-Defined Contribution members. 


PERB is responsible for the ten separate public employee plans, which includes the Deferred Compensation 
Program, and a separate Other Post Employment Benefit plan. These are reported as pension and other employee 
benefit trust funds. The board is audited annually by the State’s Legislative Audit Division. Further detail related to 
the PERB is provided in Note 6 and its OPEB plan information in Note 7. 


B. Government-wide and Fund Financial Statements 


The government-wide financial statements, Statement of Net Position and Statement of Activities, report 
information on all of the non-fiduciary activities of the State of Montana and its component units. For the most part, 
the impact of interfund activity has been removed from these statements. Governmental activities, which are 
normally supported by fees, taxes, and intergovernmental revenues, are reported separately from business-type 
activities, which rely to a significant extent on fees and charges for support. Likewise, the State of Montana is 
reported separately from certain legally separate component units for which the State is financially accountable. 


The Statement of Activities demonstrates the degree to which program revenues offset the direct expenses of a 
function. Direct expenses are those that are clearly identifiable with a specific function. Certain indirect costs are 
included in the program expense reported for the individual functions and activities. Program revenues include (1) 
charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges 
provided by a given function; and (2) grants and contributions restricted to meeting the operational or capital 
requirements of a particular function. Taxes and other revenues not meeting the definition of program revenues are 
reported as general revenues. The State does not allocate indirect expenses to functions in the Statement of 
Activities. 


Separate fund financial statements are provided for governmental, proprietary, and fiduciary funds. Major individual 
governmental and major individual enterprise funds are reported as separate columns in the fund financial 
statements. Fiduciary fund statements are reported only in the fund financial statements. 


C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 


Government-wide, Proprietary, and Fiduciary Fund Financial Statements 

The government-wide, proprietary fund, and fiduciary fund financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting. Revenues are reported when earned; expenses are 
recorded when a liability is incurred regardless of the timing of the related cash flows. Property taxes are recognized 
as revenues in the year for which they are levied. Grants and similar items are recognized as revenues as soon as all 
of the eligibility requirements imposed by the provider are met. 


As a general rule, material interfund revenues and expenses have been eliminated from the government-wide 
financial statements. These have not been eliminated where their elimination would distort the direct costs and 
program revenues of the functions involved. 
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Governmental Fund Financial Statements 

Governmental fund financial statements are reported using the current financial resources measurement focus and 
the modified accrual basis of accounting. Revenues are recognized when they are realizable, measurable, earned, and 
available. Revenue is considered realizable when it is probable the amount will be collected. Revenue is considered 
measurable and realizable if the precise amount is known because the transaction is completed, or if there is enough 
information to provide a reasonable estimate of the net realizable revenue to be received. Revenue is considered to 
have been earned when the exchange of goods or services has taken place. Revenue is considered to be available if it 
is collectible within the current period or soon enough thereafter, to pay liabilities of the current period. For this 
purpose, the State considers revenue available if it is expected to be collected within 60 days of the end of the 
current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting. 
However, debt service expenditures as well as expenditures relating to compensated absences, claims, and 
judgments are recorded only when payment is due. 


The major revenue sources considered susceptible to accrual are licenses and permits, natural resource taxes, 
individual income taxes, corporate income taxes, property taxes, fuel taxes, and certain federal revenues 
(reimbursable grants and U.S. mineral royalties). All other revenue is considered to be measurable and available 
when the cash is received. 


Fund Financial Statements 

The State uses funds to report on its financial position and the results of its operations. A fund is a separate 
accounting entity with a self-balancing set of accounts. Fund accounting is designed to demonstrate legal 
compliance and to aid financial management by segregating transactions related to certain government functions or 
activities. 


The financial activities of the State of Montana are classified into fund categories as described below: 


Governmental Funds 
General Fund — To account for all governmental financial resources, except those required to be accounted for in 
another fund. 


Special Revenue Funds — To account for the proceeds of specific revenue sources restricted to expenditure for 
specified purposes other than major capital projects. (1) The State Special Revenue Fund accounts for activities 
funded from state resources used to account for and report the proceeds of specific revenue sources that are 
restricted or committed to expenditure for specified purposes other than debt service or capital projects. Several 
funds are defined in statute as Permanent Funds, however per GASB Statement No. 54, Fund Balance Reporting 
and Governmental Fund Type Definitions (GASB 54), these funds should be reported within the State Special 
Revenue Fund. The respective effect on fund balance is approximately a $95.8 million increase. One specific fund is 
defined in statute as a Federal Special Revenue Fund; however, per GASB 54, this fund should be reported within 
the State Special Revenue Fund. The respective effect on fund balance is approximately a $27.2 million increase. (2) 
The Federal Special Revenue Fund accounts for activities funded from federal sources used in the operation of state 
government. 


Debt Service Funds — To account for resources accumulated for payment of principal and interest on general long- 
term obligation debt. 


Capital Projects Funds — To account for resources used for the acquisition or construction of major capital facilities, 
other than those financed by proprietary or trust funds. 


Permanent Funds — To account for resources that are permanently restricted to the extent that only earnings, not 
principal, may be used to support the government’s programs. Several funds are defined in statute as Permanent 
Funds, however per GASB 54 these funds should be reported within the State Special Revenue Fund. 


Proprietary Funds 

Enterprise Funds — To account for operations: (1) financed and operated similar to private business enterprises, 
where the intent of the Legislature is to finance or recover costs primarily through user charges; (2) where the 
Legislature has decided periodic determination of revenue earned, expenses incurred, or net income is appropriate; 
(3) where the activity is financed solely by a pledge of the net revenues from fees and charges of the activity; or (4) 
when laws or regulations require that the activities’ costs of providing services, including capital costs, be recovered 


with fees and charges rather than with taxes or similar revenues. The primary focus of fee revenues charged by 
enterprise funds is users outside of the primary government. One specific fund is defined in statute as an Enterprise 
Fund, however, per GASB 34, this fund should be reported within Internal Service Funds. The respective effect on 
net position is approximately a $5.2 million increase. 


Internal Service Funds — To account for the financing of goods and services provided by one department or agency 
to other departments, agencies, or other governmental entities on a cost-reimbursement basis. 


The State of Montana reports two employee group benefits funds. The MUS Group Insurance Fund primarily 
charges its fees to Montana State University and the University of Montana. The universities are reported as 
discretely presented component units, which the State considers to be external users, and as such, reports the MUS 
Group Insurance Fund as an enterprise fund. The Employee Group Benefits Fund charges its fees to funds of the 
primary government, and as such, is reported as an internal service fund. 


Fiduciary Funds 

Fiduciary Funds are used to account for assets held by the State in a trustee capacity or as an agent for individuals, 
private organizations, or other governments. These assets cannot be used to support the government’s own 
programs. 


Pension (and Other Employee Benefit) Trust Funds — To account for resources that are required to be held in trust 
for the members and beneficiaries of the State’s defined benefit plans, defined contribution plans, other retirement 
plans, and other post-employment benefit plan. Plan members receive retirement, disability, death, and lump-sum 
payments from the fund. Further detail related to the individual plans is provided in Note 6 and Note 7. 


Private-Purpose Trust Funds —To account for assets held by the State in a trustee capacity, where both the principal 
and earnings benefit individuals, private organizations, or other governments. For example, unliquidated security 
bonds held on deposit from self-insured employers. 


Investment Trust Fund — To account for the receipt of monies and the distribution of related investment earnings to 
local government agencies by the Montana Board of Investments for investment in the Short Term Investment Pool 
(STIP) and Trust Fund Investment Pool (TFIP). 


Custodial Funds — To account for transactions related to assets held by the State as an agent for individuals, private 
organizations, and other governments. For example, monies belonging to one parent submitted by another as is the 
case with child support payments. 


Major Governmental Funds 
The General Fund is the State’s primary operating fund, as previously defined. 


The State Special Revenue Fund accounts for activities funded from state sources, which are restricted either legally 
or administratively for particular costs of an agency, program, or function. 


The Federal Special Revenue Fund accounts for activities funded from federal sources used in the operation of state 
government. 


The Coal Severance Tax Fund, created by Article IX, Section 5 of the Montana State Constitution, receives 50% of 
all coal tax collections. The principal in this fund can be expended only upon an affirmative vote of three-fourths of 
each house of the Legislature. 


The Land Grant Permanent Fund accounts for lands granted to the State for support of public schools and state 
institutions. 


Major Enterprise Funds 

The Unemployment Insurance Fund accounts for employer contributions deposited with the Secretary of the 
Treasury of the United States to the credit of the State’s unemployment trust fund. Unemployment benefits are paid 
from this fund to eligible recipients. For fiscal year 2020, federal and state contributions were also made to this fund 
due to increased claims related to the statewide unemployment impact of COVID-19. 
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The Board of Investments (BOI) Municipal Finance Programs Fund accounts for the programs created under the 
Municipal Finance Consolidation Act (MFCA) and the Economic Development Act. Primarily, this involves a 
MFCA revolving loan program that provides variable low interest rate loans to eligible Montana State agencies, 
universities, and local governments for a variety of projects statutorily defined. The funding for the revolving loan 
program is from the issuance of put bonds. The MFCA program also provides local government entities access to 
tax-exempt funds through the issuance of conduit (no-commitment) debt. In previous years this activity was 
referred to as the Economic Development Bonds Fund. Separately issued financial statements may be obtained by 
contacting the Montana Board of Investments, 2401 Colonial Drive, 3rd Floor, PO Box 200126, Helena, MT 
59620-0126. 


D. Proprietary Activity Accounting and Financial Reporting 


Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues 
generally result from providing services and delivering goods in connection with a proprietary fund’s principal 
ongoing operations. Operating expenses for enterprise and internal service funds include the cost of sales and 
services, administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting these 
definitions are reported as non-operating. 


E. Cash/Cash Equivalents 


For all funds, cash and cash equivalents consist of amounts deposited in the State Treasurer’s pooled cash account, 
cash deposits in checking accounts, cash invested in the Short Term Investment Pool (STIP), cash held by trustees, 
undeposited cash held by individual state agencies, and investments categorized as cash equivalents, which are 
short-term, highly liquid investments with original maturities of three months or less. Further detail related to cash 
and cash equivalents is provided in Note 3. 


F. Receivables 


This classification, net of estimated uncollectibles, consists primarily of receivables for goods sold and services 
provided, short-term loans and notes, interest and dividends, taxes due within 60 days of fiscal year-end, and 
income, withholding, and inheritance taxes that are past due. An allowance for uncollectible taxes is provided based 
upon historical analysis. Further detail related to receivables is provided in Note 4. 


G. Inventories 


Inventories of materials and supplies are reported at cost. The State allows agencies to use any generally accepted 
inventory pricing method but specifies the first-in, first-out method generally to be appropriate for most agencies. 
Governmental funds use the "purchase method," meaning inventory purchases are recorded as expenditures. At 
fiscal year-end, inventory balances are shown as nonspendable, indicating they do not constitute available 
expendable resources. Proprietary and fiduciary funds report using the "consumption method," meaning inventories 
are expensed as used. 


H. Equity in Pooled Investments 


To account for equity in pooled investments, BOI uses one internal investment pool and one external investment 
pool. The internal investment pool is the Consolidated Asset Pension Pool (CAPP). The State's nine defined benefit 
pension trust funds are the only participants in CAPP. The external investment pool is the Trust Funds Investment 
Pool (TFIP). State agencies and qualifying local governments can participate in TFIP. Current State agency TFIP 
participation is within the enterprise funds, internal service funds, permanent funds, investment trust funds, Montana 
University System Units, and specific accounts established within the State and Federal Special Revenue Funds. The 
participant investments in the pools are reported at fair value in the assets within the individual funds. Further detail 
related to cash and cash equivalents and investments is provided in Note 3. 


I. Investments 


For agencies whose investment needs are not met by BOI’s established investment pools, BOI provides separate 
investments, which are combined and reported as Separately Managed Accounts (SMA). SMA participants have 
direct fixed income, equity, and Montana mortgage and loan investments. SMA investments are reported at fair 
value. Certain securities including asset-backed securities, variable-rate instruments, zero-coupon bonds, preferred 


stocks, and mortgage-backed securities are purchased for portfolio diversification and a competitive rate of return. 
Other State agencies, on a limited basis by statute, may administer other long-term investments. Most investments 
are reported at fair value on the Statement of Net Position. Further detail related to investments is provided in Note 
3, 


J. Capital Assets 


Capital asset valuation is based on actual historical cost or, in the case of donations, acquisition value. General 
government infrastructure capital assets are capitalized and reported on the government-wide financial statements. 
Infrastructure assets of proprietary funds are capitalized on the fund financial statements. Interest incurred during the 
construction of capital assets for proprietary funds is capitalized. Interest incurred during the construction of capital 
assets for higher education component units is expensed. The State has chosen to use the depreciation approach for 
infrastructure assets. The State is reporting accumulated depreciation on the Statement of Net Position and 
depreciation expense on the Statement of Activities for these assets. Further detail related to capital assets is 
provided in Note 5. 


Capital assets in proprietary, private-purpose trust, and pension trust funds are accounted for within their respective 
funds and are depreciated or amortized on their fund financial statements. Capital assets in governmental funds are 
accounted for in the governmental activities of the government-wide financial statements, as is the associated 
depreciation and amortization. Depreciation is on a straight-line basis with estimated useful lives of 25 to 60 years 
for buildings, 10 to 50 years for infrastructure, 7 to 20 years for building improvements, and 3 to 10 years for 
equipment. State agencies are also required to extend or shorten the useful lives of capital assets to reflect their 
actual experience or industry standards when appropriate. Amortization is on a straight-line basis with estimated 
useful lives of 4 years for software (internally and externally generated), 30 years for land use rights, and 20 years 
for other intangibles. 


The capitalization limit for buildings and building/land improvements is $25,000. The capitalization threshold for 
infrastructure and internally-generated software is $500,000. The capitalization threshold for intangible assets is 
$100,000. The capitalization limit for other capital assets is $5,000. Agencies are allowed to capitalize additions to 
collections and land acquisitions at any cost. Purchases under these thresholds are recorded as expenditures/expenses 
in the current period. 


K. Deferred Outflows, Deferred Inflows, and Unearned Revenue 


A deferred outflow of resources is a consumption of net assets by the government that is applicable to a future 
reporting period. A deferred inflow of resources is an acquisition of net assets by the government that is applicable 
to a future reporting period. Deferred outflows and inflows of resources may include financial transactions related to 
refunding debt, non-exchange transactions, derivative investment, OPEB, and pension related components and are 
reported on the government-wide, proprietary fund, and fiduciary fund financial statements. Additionally, deferred 
inflows of resources may include financial transactions related to unavailable revenue on the governmental fund 
financial statements. Unavailable revenue is reported when assets are recognized, but those assets are not considered 
available to pay liabilities of the current period. Unearned revenue, which is neither a deferred outflow of resources 
nor a deferred inflow of resources, is recognized as a liability on government-wide, governmental and proprietary 
fund financial statements. Further detail related to deferred outflows of resources and deferred inflows of resources 
is provided in Note 4. 


L. Long-term Obligations 


Long-term obligations expected to be financed from governmental funds are reported on the government-wide 
financial statements. Long-term debt is recognized as a liability of a governmental fund when due, or when 
resources have been accumulated in the debt service fund for payment early in the following year. For other long- 
term obligations, only that portion expected to be financed from current expendable available financial resources is 
reported as a fund liability of a governmental fund on the fund financial statements. The remaining portion of such 
obligations is reported on the government-wide financial statements. Long-term liabilities expected to be financed 
from proprietary and fiduciary fund operations are accounted for in those funds. Further detail related to leases/ 
installment purchases payable and long-term liabilities is provided in Note 10 and Note 11, respectively. 
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M. Capital Leases 


A capital lease is a lease that transfers benefits and risks of ownership to the lessee. At the inception of a capital 
lease, on the government-wide, proprietary fund, and fiduciary fund financial statements, a capital asset and a capital 
lease liability are recorded at the present value of the future minimum lease payments. On the governmental fund 
financial statements no asset or liability is recorded related to assets under capital leases. Rather, on the 
governmental fund financial statements, at the inception of a capital lease, capital outlay expenditures, and other 
financing sources (inception of lease/installment contract) are recorded at the net present value of the minimum lease 
payments. Further detail related to capital leases is provided in Note 10. 


N. Bond Discounts/Premiums/Issuance Costs 


Bond premiums and discounts, as well as issuance costs, are recognized in the period they are incurred. Bond 
proceeds and bond premiums are reported as an other financing source, and bond discounts are reported as an other 
financing use. Issuance costs are reported as debt service expenditures whether or not they are withheld from the 
bond proceeds. Bonds payable are recorded net of any applicable premium or discount. Further detail related to 
long-term debt is provided in Note 11. 


O. Compensated Absences 


Full-time state employees earn vacation leave ranging from 15 to 24 days per year depending on the individual's 
years of service. Teachers employed by the State do not receive vacation leave. Vacation leave may be accumulated 
and carried over from one year to the next. The carryover is limited to two times the maximum number of days 
earned annually. Sick leave is earned at the rate of 12 days per year with no limit on accumulation. Each 
contribution year, an employee may contribute a maximum of 80 hours of sick or annual leave to a nonrefundable 
sick leave pool. Excess annual leave that is being forfeited can also be contributed, with no maximum contribution. 
The adjusted ending balance of the pool for June 30, 2019, was 17,412 hours. For fiscal year 2020, 1,562 sick leave 
hours, 703 annual leave hours, and 2,428 excess annual leave hours were contributed to the sick leave pool, and 
5,227 hours were withdrawn, leaving a balance of 16,879 hours in the pool. The liability associated with the pool is 
not reported in the accompanying financial statements because these hours are nonrefundable to contributors, except 
by grants approved through an application process. 


Vested or accumulated leave for proprietary and fiduciary funds is recorded as an expense and liability of those 
funds in the fund financial statements. For governmental funds, the liability is not expected to be liquidated with 
expendable financial resources. The expenditure and liability for the governmental funds is reported only on the 
government-wide financial statements. Upon retirement or termination, an employee is paid for 100% of unused 
vacation leave and 25% of unused sick leave. Further detail related to compensated absences is provided in Note 11. 


P. Nonexchange Financial Guarantee 


BOI provides loan guarantees from the Coal Severance Tax Fund to the Facility Finance Authority (FFA), a 
discretely presented component unit of the State. BOI exposure to bond issues, surety bonds, and designated loans 
of the FFA totaled $88.3 million as of June 30, 2020. FFA guarantee requests are submitted to BOI for review and 
approval. BOI’s participation, either duration or any other consideration, to either purchase bonds or loans or to lend 
money for deposit into FFA’s statutorily allowed capital reserve account is explicitly limited by statute which 
requires BOI to act prudently. The guarantee requests from FFA pertain to bonds issued by FFA with a term of up 
to 40 years. BOI and FFA have entered into an agreement detailing repayment to BOI. BOI has not had to perform 
on any loan guarantee in the past. 


Q. Fund Balance/Net Position 


Fund Balance 

The classifications for fund balance used for governmental funds are reported in two general classifications, 
nonspendable and spendable. Nonspendable represents the portion of fund balance that is legally or contractually 
required to remain intact or is not in spendable form such as inventories, and, in the General Fund, long-term notes 
and loans receivable. Spendable fund balance is further categorized as restricted, committed, assigned, and 
unassigned. 


The restricted fund balance category includes amounts that can be spent only for the specific purposes stipulated by 
the State Constitution or external parties, such as the federal government, or through enabling legislation. For the 
purpose of determining restricted amounts, enabling legislation does not include commitments resulting from State 
legislation if these constraints can be removed or changed by a similar legislative action. 

The committed fund balance classification includes amounts that can be used only for the specific purposes 
determined by a formal action of the government’s highest level of decision-making authority, the State’s 
Legislature, through legislation passed into law. 


Amounts, in the assigned fund balance classification, are intended to be used by the government for specific 
purposes. Still they do not meet the criteria to be classified as restricted or committed. Assignments of fund balance 
are created by the executive branch. In governmental funds other than the General Fund, assigned fund balance also 
represents the remaining amount that is not restricted or committed. The assigned fund balance for the General Fund 
are encumbrances and assignments for the portion of current General Fund balance that is projected to be used to 
fund expenditures and other cash outflows in excess of the expected revenues and other cash inflows in fiscal years 
as needed. The projected spend down for fiscal year 2021 is $72.7 million; thus, a related assignment of fund 
balance is reported at 2020 fiscal year-end. 


Unassigned fund balance is the residual classification for the General Fund and includes all spendable amounts not 
contained in the other classifications. In other funds, the unassigned classification should be used only to report a 
deficit balance resulting from overspending for specific purposes for which amounts had been restricted, committed, 
or assigned. 


The State generally segregates restricted, committed, and assigned resources by account (sub-fund) within the 
governmental funds other than the General Fund. When resources meeting more than one of these spendable 
classifications are commingled in an account on the State’s accounting system, the assumed order of spending is 
restricted first, committed second, and finally assigned. State statute requires non-General Fund money be spent first 
whenever possible so any related available unassigned balance would be spent last. 


General Fund - Fund Balance 

As of June 30, 2020, the State maintains a Budget Stabilization Reserve Fund as required by statute. For financial 
reporting purposes, this fund is combined with the General Fund as it does not meet the GASB 54 requirements to 
be a special revenue fund as the Legislature prescribed. The June 30, 2020, committed fund balance in the General 
Fund of $117.8 million, represents the Budget Stabilization Reserve Fund balance. 


Additionally, statute provides a minimum fund balance amount as follows: Section 17-7-140, MCA, defines 
minimum ending fund balance and specifies the procedures that must be followed to make expenditure reductions or 
allow transfers from the Budget Stabilization Reserve Fund if a projected ending fund balance drops below 
minimum statutory requirements. 


If the Budget Director determines that a deficit exists, statute requires reductions that must be made to assure that the 
projected ending fund balance complies with the minimum ending fund balance of General Fund appropriations for 
the biennium. Under circumstances when a deficit of this level is projected during a biennium, the Governor may 
direct reductions from any General Fund expenditure not exempted by Section 17-7-140, MCA, including House 
Bill (HB) 2 (the State’s main appropriation bill), any other appropriation bills, statutory appropriations, or language 
appropriations. Reductions may not exceed 10% of General Fund appropriations for any single “program,” as 
defined in HB 2. If a program has more than one appropriation, the reduction for one or more of the appropriations 
may exceed 10% as long as the reduction for the program as a whole does not exceed 10%. 


The Legislative and Judicial branches, the Montana School for the Deaf and Blind, principal and interest on State 
debt, salaries of elected officials, and public school BASE funding are exempt, statutorily, from reductions. These 
exemptions shield approximately one-third of General Fund appropriations from reduction. Of the remaining 
expenditures, the Governor may not direct executive agencies headed by elected officials or the Board of Regents to 
reduce their expenditures by more than the average reduction percentage imposed upon all other executive branch 
agencies. 
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Net Position 

In funds other than governmental, net position represents the difference between assets plus deferred outflows of 
resources and liabilities plus deferred inflows of resources. The net investment in the capital assets portion of net 
position consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any 
borrowing used for the acquisition, construction, or improvement of those assets. Net position is reported as 
restricted when there are limitations imposed on their use either through constitutional provisions, enabling 
legislation or through external restrictions imposed by creditors, grantors, or laws or regulations of other 
governments. The government-wide Statement of Net Position reported restricted net position of $3.8 billion. 


Certain investments of the Municipal Finance Programs Fund are classified as restricted net position on the 
Statement of Fund Net Position for proprietary funds because applicable bond indenture agreements limit their use. 
Net position associated with the Unemployment Insurance Fund is also classified as restricted. 


R. Property and Income Taxes 


Real property taxes are normally levied in October and are usually payable in two installments on November 30 and 
May 31. These taxes attach as an enforceable lien immediately if not paid when due. 


Personal property tax levies are set each August, and notices are normally mailed the following March or April. Half 
of mobile home taxes are due in 30 days and the remaining half on September 30. Taxes on all other types of 
personal property are to be paid in full 30 days after receipt of the notice. Property tax payments are recognized as 
deferred inflows of resources if received prior to levy or availability. 


Personal property taxes attach as an enforceable lien immediately if not paid when due. Each of Montana's 56 
counties collect property taxes. The counties then remit the State's portion to the State Treasury. The majority of 
these taxes help fund public school systems and higher education. 

Calendar year 2019 State income tax filing deadline, normally April 15th of the subsequent year, was delayed to 
July 15, 2020 due to COVID-19. The State has determined that extending the income tax filing deadline did not 
have a material adverse effect on the State's liquidity for fiscal year 2020, nor will it in fiscal year 2021. 


S. Other Taxes 


On the Statement of Activities, the revenue category “Other Taxes” consists of the following taxes (in thousands): 


State Special alte Business-Type 
General Fund Revenue Funds Funds Total 
Accommodations $ 24,637 $ 34,417 $ 2,930 $ 19 $ 62,003 
Agriculture — 10,625 — _ 10,625 
Car rental 4,113 1,371 — _— 5,484 
Cigarette/tobacco/etc. 32,745 45,158 1,556 — 79,459 
Contractors gross receipts 6,729 _— — — 6,729 
Energy tax 7,235 40 — — 7,275 
Fire protection — 3,686 — _ 3,686 
Insurance premium 82,452 37,221 — — 119,673 
Light vehicle registration 44 5,085 _— — 5,129 
Liquor tax 5,686 2,282 _— 32,557 40,525 
Livestock — 4,991 _— — 4,991 
Other taxes 143 1,744 — — 1,887 
Public service commission — 5,249 _— _— 5,249 
Railroad car companies 4,293 _ _ _— 4,293 
Telephone license 11,581 — — — 11,581 
Video gaming 57,447 6 _— — 57,453 


Total other taxes $ 237,105 $ 151,875 $ 4,486 $ 32,576 $ 426,042 


T. Tax Abatement 


In the Montana Board of Investment’s (BOI) Commercial Loan Program within the SMA, by statute, the 
infrastructure loan program is funded by an $80.0 million allocation. Eligible local governments request a loan for 
constructing or purchasing infrastructure to be used by a basic sector business. The basic sector business will pay a 
user fee to the local government that is pledged to BOI for the loan repayment. BOI reviews each loan, and only 
upon verification that the entities meet the loan requirements is the loan approved by BOI. The local government 
entity must pass a resolution authorizing the acceptance of the commitment agreement. BOI indemnifies the local 
government regarding repayment of the loan. 


The basic sector business must create at least 15 full-time basic sector jobs to be eligible for the program. The 
maximum loan size is $16.7 thousand times the number of full-time jobs created and the minimum loan size is 
$250.0 thousand. The maximum loan term is 25 years. There is also up to a 2.5% interest rate reduction for job 
creation. The reduction will be reflected in the user fee rate charged to the basic sector business upon BOI review 
and approval. The basic sector business must create the required jobs within four years of the agreement. If the basic 
sector business does not create the required jobs within the four-year period, then the basic sector business must pay 
down the loan balance of the local government entity until the loan balance matches the eligible amount per the jobs 
created. BOI may increase the interest rate commensurate with the number of jobs eliminated if the borrower 
eliminates 10 or more qualifying jobs. The basic sector business must annually provide payroll documentation to 
BOIL. 


Pursuant to statute, a business that is created or expanded as the result of an Infrastructure Loan is entitled to a credit 
against either their State individual income taxes or corporate income taxes for the portion of the fees attributable to 
the use of the infrastructure. The total amount of tax credit claimed may not exceed the amount of the loan. The 
credit may be carried forward for seven years or carried back for three years. 


During the fiscal year ended June 30, 2020, basic sector business entities made total user fee payments of $8.9 
million, representing $7.5 million of principal and $1.4 million in interest. During the fiscal year ended June 30, 
2020, a total of $14.0 million was claimed as a credit against State individual and corporation tax. The following 
table details the fiscal year 2020 credit claimed by tax type and the tax year it was applied against (in thousands): 


Infrastructure Credit Claimed 


Tax Year Tax Year 
2019 2018 Total 
Corporate income tax $ — $ 1,159 $ 1,159 
Individual income tax 6,476 6,320 12,796 
Total amount claimed $ 6,476 $ 7,479 $ 13,955 


U. Irrevocable Split Interest Agreements 


Irrevocable split-interest agreements are used by donors to provide resources to two or more beneficiaries, including 
governments. These agreements can be created through trusts or other legally enforceable agreements with 
characteristics that are equivalent to irrevocable split-interest agreements. The University of Montana campuses 
have three irrevocable split interest agreements during the fiscal year ended June 30, 2020. Further detail related to 
these agreements is provided in Note 3. 
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NOTE2. OTHER ACCOUNTING CHANGES 
A. New Accounting Guidance Implemented 


For the year ended June 30, 2020, the State of Montana implemented the provisions of GASB Statement No. 84, 
Fiduciary Activities (GASB 84). The objective of this Statement is to improve guidance regarding the identification 
of fiduciary activities for accounting and financial reporting purposes. This Statement establishes criteria for 
identifying fiduciary activities, while outlining reporting responsibilities of fiduciary funds in state and local 
governmental accounting. This Statement is designed to enhance consistency and comparability of information 
reported in financial statements for assessing government accountability and stewardship. 


For the year ended June 30, 2020, the State of Montana implemented the provisions of GASB Statement No. 90, 
Majority Equity Interests — an amendment of GASB Statements No.14 and No. 60 (GASB 90). The objectives of this 
Statement are to improve the consistency and comparability of reporting a government’s majority equity interest in a 
legally separate organization and to improve the relevance of financial statement information for certain component 
units. It defines a majority equity interest and specifies that a majority equity interest in a legally separate 
organization should be reported as an investment if a government is holding of the equity interest meets the 
definition of an investment. A majority equity interest that meets the definition of an investment should be measured 
using the equity method, unless it is held by a special-purpose government engaged only in fiduciary activities, a 
fiduciary fund, or an endowment or permanent fund. This Statement will improve financial reporting by providing 
users of financial statements with essential information related to presentation of majority equity interests in legally 
separate organizations. 


For the year ended June 30, 2020, the State of Montana implemented the provisions of GASB Statement No. 95, 
Postponement of the Effective Dates of Certain Authoritative Guidance (GASB 95). The objective of this Statement 
is to provide temporary relief in the form of delayed effective reporting periods for upcoming GASB 
pronouncements known to affect governmental financial statements. Guidance addressed in this Statement will help 
to safeguard the reliability of financial statements, which in turn will benefit the users of the financial statements. 


For the year ended June 30, 2020, the State of Montana implemented the provisions of GASB Statement No. 97, 
Certain Component Unit Criteria, and Accounting and Financial Reporting for Internal Revenue Code Section 457 
Deferred Compensation Plans—an amendment of GASB Statements No. 14 and No. 84, and a supersession of GASB 
Statement No. 32 (GASB 97). The primary objectives of this Statement are to increase consistency and 
comparability related to the reporting of fiduciary component units; mitigate costs associated with financial 
reporting; enhance relevance, consistency, and comparability of financial reporting. The requirements of this 
Statement will result in more consistent financial reporting of defined contribution pension plans, defined 
contribution OPEB plans, and other employee benefit plans. 


B. Adjustments to Beginning Net Position 


GASB Statement No. 84, Fiduciary Activities (GASB 84), requires a retroactive restatement of financial statements 
for all prior periods presented, though primarily affects the Fiduciary Fund Financial Statements. If restatement for 
prior periods is not practicable, the cumulative effect of applying GASB 84 is presented as a restatement of 
beginning net position for the earliest period restated. In accordance with GASB 84, the State of Montana 
reclassified various fund activities and restated the beginning net position as follows. Some enterprise funds, 
previous private-purpose trust funds, and agency funds were reclassified as custodial funds, creating an increase to 
beginning net position in the amount of $4.7 million. Some agency funds were reclassified to private-purpose trust 
funds, creating an increase to beginning net position in the amount of $2.4 million. Some previous private-purpose 
trust funds were reclassified to governmental funds and custodial funds, creating a decrease to beginning net 
position in the amount of $29.0 million. 


NOTE 3. CASH/CASH EQUIVALENTS AND INVESTMENTS 


This note details the following asset classifications (in thousands): 


Cash/cash equivalents $ 6,051,526 
Equity in pooled investments $ 14,307,148 
Investments $ 3,427,444 


Carrying amounts for the bank balance for cash deposits and fair values for the State's cash equivalents and 
investments are presented in Tables | through 4. 


A. General 


Outside of statutory requirements, the State does not maintain a statewide risk policy for cash/cash equivalents or 
investments, held outside of the Montana Board of Investments (BOJ). The investment risk policy for State cash/ 
cash equivalents and investments including the BOI Municipal Finance Programs Fund deposits and investments 
managed by BOI, have been detailed below. 


(1) BOI was created by the Legislature to manage the Unified Investment Program (UIP) established by the State 
Constitution. The UIP is comprised of involuntary participating state funds, including pensions, trusts, insurance, 
operating funds, and by statute voluntarily participating local government funds. BOI manages the UIP pursuant to 
the “Prudent Expert Principle” mandated by State law, which requires an investment manager to: 


1. discharge the duties with the care, skill, prudence, and diligence, under the circumstances then prevailing, 
that a prudent person acting in a like capacity with the same resources and familiar with like matters 
exercises in the conduct of an enterprise of a like character with like aims; 

2. diversify the holdings of each fund within the UIP to minimize the risk of loss and to maximize the rate of 
return unless, under the circumstances, it is clearly prudent not to do so; and 

3. discharge the duties solely in the interest of and for the benefit of the funds forming the UIP. 


BOI is not registered with the US Securities and Exchange Commission as an investment company. BOI’s 
investment program is governed by Investment Policy Statements (IPS) approved by BOI. 


Currently, only the nine retirement funds that participate in the Consolidated Asset Pension Pool (CAPP), the 
Defined Contribution Disability Plan, and the Montana State Fund (MSF) may invest in public corporate capital 
stock. Neither State law nor the State Constitution place restrictions on retirement fund investments. BOI approves a 
separate IPS for each pool and Separately Managed Accounts (SMA) participant, which provides BOI staff with a 
broad strategic framework under which the investments are managed. The IPS’s also reflect BOI approved asset 
allocation ranges. 


By statute, local government entities can voluntarily invest in the Short Term Investment Pool (STIP). By statute, 
with a qualifying event, local government entities may also voluntarily invest in the Trust Funds Investment Pool 
(TFIP). 


As of June 30, 2020, BOI separately managed investments outside of the pools on behalf of participants. The 
investments are combined for reporting purposes in the SMA portion of the UIP. In prior years, the SMA portion of 
the UIP was referred to as Separately Managed Investments (SMI). SMA participants include the State Treasurer's 
Cash Fund, State agency insurance reserves, and other State agencies. SMA participation is at the discretion of BOI 
staff for State agencies allowed to participate in the UIP. 


State agencies and local government entities may participate in one or more pools. By investing in pools, 
participants are provided broad diversification. State agencies may also have direct fixed income, equity, or loan 
investments. These investments are combined and reported as SMA. 
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Separately issued investment pool financial statements may be obtained by contacting: 


Montana Board of Investments 
2401 Colonial Drive, 3rd Floor 
PO Box 200126 

Helena, MT 59620-0126 


BOI’s separately issued UIP financial statements include the activity for MSF within SMA on a June 30, 2020, 
basis. MSF, a discretely presented component of the State, by statute, prepares separately issued financial statements 
on a calendar year-end basis. Due to the difference in reporting periods, there will be a variance between the note 
disclosures and the financial statements for cash/cash equivalents and investments. 


(a) Cash and cash equivalents consist of funds deposited by individual funds in the State Treasurer’s pooled cash 
account, cash deposits in checking accounts, cash invested in STIP, cash held by trustees, undeposited cash held by 
individual state agencies, and investments categorized as cash equivalents. 


Cash deposited with the State Treasurer’s pooled cash account is invested by BOI in short-term securities and other 
investments. Because these funds are immediately available to the individual funds, their investment in the pooled 
cash account is reported as a cash equivalent. BOI also manages STIP, which provides individual State agencies and 
local governments an opportunity to invest excess cash in a pool that is managed to preserve principal while 
providing 24-hour liquidity. Because these pooled funds are invested in short-term, highly liquid investments, the 
individual fund investments in the STIP are reported as a cash equivalent. 


(b) Investment securities are reported by investment portfolio and type in Table 2 — Cash Equivalents, Table 3 — 
Equity in Pooled Investments, and Table 4 — Investments. Unrealized gains and losses are included as a component 
of investment income. Unrealized gains and losses are computed based on changes in the fair value of investments 
held from the beginning of the year, but unsold at the fiscal year-end. The net change in fair value of investments 
also consists of the realized gains or losses. Interest income is recognized when earned. Dividend income is recorded 
on the ex-dividend date. 


Investments reported at fair value are on a trade date basis. Quoted market prices, when available, have been used to 
value investments. The fair values for securities that have no quoted market price represent estimated fair value. 
Alternative investment securities are valued using the most recent estimates of fair value from the investment 
managers. Fair value measurements are reviewed monthly, and third-party valuations are reviewed for 
reasonableness and compliance with approved price source authorization policy. BOI categorizes its fair value 
measurements within the fair value hierarchy established by generally accepted accounting principles as follows: 


Level 1 — Quoted prices for identical assets or liabilities in active markets. 

Level 2 — Prices determined using inputs, other than quoted prices included within Level 1, that are observable for 
an asset or liability, either directly or indirectly. These inputs can include quoted prices for similar assets or 
liabilities in active or inactive markets, or market-corroborated inputs. 

Level 3 — Prices are determined using unobservable inputs, which generally results in BOI using the best 
information available and may include BOI’s own data. 


(c) Security Lending - BOI is authorized by law to lend its securities and has contracted with the custodial bank, to 
lend BOI’s securities to broker-dealers and other entities with a simultaneous agreement to return the collateral for 
the same securities in the future. The custodial bank is required to maintain collateral equal to 102% of the fair value 
of domestic securities and 105% of the fair value of international securities while the securities are on loan. On any 
day, including June 30th, the markets may move in a positive or negative direction resulting in under or over 
collateralization. The custodial bank compensates for market movement by recalculating on the following business 
day to meet the collateralization requirements. BOI and the custodial bank split the earnings 80% and 20% 
respectively, on securities lending activities. BOI retains all rights and risks of ownership during the loan period. 
The custodial bank indemnifies BOI’s credit risk exposure to the borrowers. 


During fiscal year 2020, the custodial bank loaned BOI’s public securities and received as collateral either: US 
dollar cash; US government and government sponsored agency securities; US corporate debt securities and 


structured securities rated AA-/Aa3 or higher; sovereign debt securities of the Group of Ten nations; and debt 
securities issued by certain supranational agencies. The custodial bank does not have the ability to sell collateral 
securities unless the borrower defaults. 


BOI imposed no restrictions on the amount of securities available to lend during fiscal year 2020. However, STIP 
assets are currently not available for securities lending. There were no failures by any borrowers to return loaned 
securities or pay distributions thereon during the period that resulted in a declaration and notice of default of the 
borrower. There were no losses during fiscal year 2020 resulting from a borrower default. As of June 30, 2020, no 
securities were recalled and not yet returned. 


The cash collateral received for each loan was invested, together with the cash collateral of other qualified plan 
lenders, in an investment fund, the Navigator Securities Lending Government Money Market (Navigator) portfolio. 


BOI and the borrowers maintain the right to terminate all securities lending transactions on notice. Because the 
securities lending transactions were terminable at will, their duration did not generally match the duration of the 
investments made with the cash collateral received from the borrower. The Navigator portfolio had an average 
duration of 28 days and the average weighted final maturity of 91 days. 


(d) Investment Pools and Separately Managed Accounts (SMA) are described in the following paragraphs. 


Consolidated Asset Pension Pool (CAPP) 

The CAPP IPS contain prescribed asset allocation ranges among the allowable asset classes and is subject to change 
as BOI adopts modifications. BOI annually affirms or revises the asset allocation ranges for the retirement plans. 
The CAPP IPS also contains investment objectives and guidelines for each underlying asset class, with a purpose of 
providing diversified exposure within the asset class in a prudent and cost-effective manner. 


Due to a longer-term focus, CAPP's asset classes differ from other classes that are allowable for other programs. 
CAPP's underlying asset classes are as follows: 


* Domestic Equities 

¢ International Equities 

¢ Private Investments 

¢ Natural Resources 

¢ Real Estate 

¢* Core Fixed Income 

¢ Non-Core Fixed Income 
* Cash 


The CAPP IPS is the only IPS that allows for investments that can be held in non-US securities in a foreign 
currency. Per the CAPP IPS, the Core Fixed Income Asset Class and Non-Core Asset Class sections have maximum 
restrictions that can be held. Currency exposures may be hedged, in a defensive manner, at the discretion of the 
active managers to preserve the U.S. dollar value of investments made. 


As part of the asset allocation approved by the Board in November 2019, the Private Equity Pension Asset Class 
(PAC) is now referred to as the Private Investments PAC and the High Yield PAC is referred to as the Non-Core 
Fixed Income PAC. The assets within the U.S. Treasury Inflation Protected Securities (TIPS) PAC, Investment 
Grade PAC, Agency Mortgage Backed Securities PAC, U.S. Treasury and Agency PAC, Diversifying Strategies 
PAC, and Broad Fixed Income PAC were combined into the Core Fixed Income PAC. These changes were effective 
in December 2019. These changes did not have an impact on the underlying value of the securities within the 
impacted PAC’s. 


Trust Funds Investment Pool (TFIP) 

The TFIP IPS provides for a 10% portfolio limit for non-core fixed income securities. TFIP invests primarily in 
investment grade, U.S. dollar denominated fixed income securities. The portfolio has high yield and core real estate 
exposure. 
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Short Term Investment Pool (STIP) 

The STIP IPS limits the concentration of credit risk exposure by limiting portfolio investment types to 3.0% in any 
issuer except for US Treasury and US Agency securities as well as any repurchase agreements with a financial 
institution. 


STIP invests primarily in short-term, high quality, fixed income securities with a maximum maturity of 397 days or 
less. Variable securities shall have a maximum maturity of 2 years. STIP shall maintain a dollar-weighted average 
portfolio maturity of 60 days or less. STIP is managed to preserve principal while providing 24-hour liquidity for 
state agency and local government participants. 


BOI maintains a reserve account that may be used to offset losses within the STIP portfolio. The STIP reserve for 
the year ending June 30, 2020, is detailed as follows: 


STIP Reserve 
(in thousands) 
Beginning STIP Reserve $ 47,528 
STIP Reserve activity 
Investment Earnings: 
Interest income 650 
Transfer of daily STIP income 3,510 
Recoveries from write-offs 846 
Credit enhancement fees 157 
Total STIP Reserve activity 5,163 
Transfers to STIP (127) 
Total STIP Reserve activity 5,036 
Ending STIP Reserve $ 52,564 


Separately Managed Accounts (SMA) 

SMA invests primarily in investment grade, U.S. dollar denominated fixed income securities and custodial bank 
interest bearing demand deposit account. However, one participant portfolio has exposure to core real estate and 
high yield fixed income. The SMA portfolio also includes Veteran’s Home Loan mortgages (VHLM) and loans 
funded by the Coal Severance Tax Trust Fund, as authorized by statute. 


(e) Investment Risk Disclosures are described in the following paragraphs, with more detail provided in later 
sections. 


Custodial Credit Risk (Cash and Cash Equivalents and Investments Held at Custodial Bank) 

Custodial credit risk is the risk that, in the event of the failure of the counterparty to a transaction, BOI will not be 
able to recover the value of the investment or collateral securities that are in the possession of an outside party. Per 
policy, BOI’s custodial bank must have bank ratings from at least two Nationally Recognized Statistical Rating 
Organizations (NRSROs) on an annual basis. 


As of June 30, 2020, all the public securities as well as securities held by the separate public equity account 
managers were registered in the nominee name for BOI and held in the possession of BOI’s custodial bank. The 
equity index funds, securities held at the State’s depository bank, real estate, mortgage and loan investments were 
purchased and recorded in BOI’s name. Commingled fund investments are registered in the name of BOI. Therefore, 
BOL is not subject to custodial credit risk. 


Concentration of Credit Risk 

Concentration of credit risk is the risk of loss attributable to the magnitude of any single investment per issuer name. 
Investments explicitly guaranteed by the US government are excluded from the concentration of credit risk 
requirements. Concentration of credit risk for 2020 is addressed within all IPS as set by BOI. 


Credit Risk and Interest Rate Risk 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligation. Except for 
U.S. Government securities, the pools and SMA fixed income instruments have credit risk as measured by NRSRO 
ratings. Credit risk is contemplated for each individual portfolio in the IPS. Credit risk is managed by constraining 
portfolio purchases around investment grade NRSRO ratings as appropriate. The U.S. Government guarantees its 
securities directly or indirectly. Obligations of the U.S. Government or obligations explicitly guaranteed by the U.S. 
Government are not considered to have credit risk and do not require disclosure of credit risk. 


As of June 30, 2020, the CAPP's cash equivalents position held at its custodial bank, $193.5 million was held in 
unrated money market funds. 


As a matter of STIP investment policy, BOI can only purchase securities from a pre-approved “Approved Issuer” 
list. By STIP policy, permitted money market investments include only SEC registered 2a-7 Institutional Money 
Market Funds that are considered “US Treasury” or “US Government” money market mutual funds according to the 
SEC regulations or short-term investment vehicle available through the custodial bank. As of June 30, 2020, all the 
STIP money market investments were in US Governmental money markets and $50 million was held on deposit in a 
short-term investment vehicle available through the custodial bank. 


Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment. BOI 
uses effective duration as a measure of interest rate risk for all fixed income portfolios. CAPP, TFIP, and SMA at 
fair value investments are categorized to disclose credit and interest rate risk for fixed income securities. Credit risk 
is disclosed using the weighted credit quality rating by investment type. Interest rate risk is disclosed using the 
weighted effective duration. NRSRO provides the credit ratings. According to the STIP investment policy, “The 
STIP portfolio will minimize interest rate risk by: 


1. structuring the investment portfolio so securities mature to meet cash requirements for ongoing operations 
thereby normally avoiding the need to sell securities on the open market prior to maturity; 

2. maintaining a dollar-weighted average portfolio maturity (WAM) of 60 days or less (for this purpose, the 
date to the next coupon reset date will be used for all floating or variable rate securities); and 

3. STIP will maintain a reserve account.” 


CAPP, TFIP, STIP, and SMA may hold fixed and variable rate securities. Interest payments on variable securities 
are based on an underlying reference rate, for example, Secured Overnight Financing Rate (SOFR). 


STIP investments at fair value are categorized to disclose credit risk and weighted average maturity (WAM) as of 
June 30, 2020. Credit risk reflects the weighted security quality rating by investment type as of the June 30 report 
date. Although the STIP investments have been rated by investment security type, STIP, as an external investment 
pool, has not been rated. STIP interest rate risk is determined using the WAM method. The WAM measure 
expresses investment time horizons (the time when investments are due or reset and payable in days, months, or 
years) weighted to reflect the dollar size of the individual investments within an investment type. Inclusive of cash 
and cash equivalents, the WAM averages 46 days for the portfolio. Based on their short weighted average maturity 
and the relative immaterial difference from their cost to fair value, BOI determined the cash equivalents have little 
discernible interest rate risk. 


Foreign Currency Risk 

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an investment. 
BOl's foreign currency exposure by denomination and investment type are reported, in US dollars, at fair value and 
is limited to CAPP. 


Other Policy Considerations 

For other risk, BOI approves both the IPS and benchmark used for each portfolio. Per the CAPP IPS, the Core Fixed 
average duration will be maintained in a range within 20% of the benchmark duration. The Core Fixed Income PAC 
and Non-Core Fixed Income PAC average duration will be maintained in a range within 25% of the index duration. 
Per the TFIP IPS, the average duration will be maintained in a range within 20% of the benchmark duration. Interest 
rate risk for SMA is contemplated in each individual IPS and is managed by limiting the maturity of individual 
securities and/or matching liabilities to maturities per estimated cash flows. 
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Fair Value of Derivative Instruments 

The UIP invests in, currency forward contracts, credit default swaps, index futures (long duration), rights and 
warrants which are classified as investment derivative instruments. The investment derivative instruments decreased 
in fair value for the fiscal year ended June 30, 2020, by $2.1 million. The contracts had a fair value of $152 thousand 
as of June 30, 2020. The notional amount of the contracts was $10.3 million. 


(2) The BOI Municipal Finance Programs Fund deposits and investments are restricted by the bond trust 
indentures to the following: government and agency obligations, certificates of deposits, repurchase agreements, and 
investment agreements. The bond trust indenture addresses custodial credit risk, the concentration of credit risk, 
credit risk, interest rate, and credit quality risk, by detailing the permitted investments. BOI's STIP IPS details 
custodial credit risk, the concentration of credit risk, and credit risk. Deposits and investments must be made with 
Montana banks or in the STIP administered by BOI. 


Custodial Credit Risk — Custodial credit risk is the risk that, in the event of the failure of the counterparty to a 
transaction, BOI will not be able to recover the value of the investment or collateral securities that are in the 
possession of an outside party. Per policy, BOI’s custodial bank’s rating from at least two Nationally Registered 
Statistical Ratings Organizations (NRSROs) is reviewed on an annual basis. 


Cash — Custodial risk for cash is the risk that, in the event of the failure of the custodial bank, the cash or 
collateral securities may not be recovered from an outside party. The securities used as collateral are held by 
the trustee in the name of BOI. 


Investments — As of June 30, 2020, the Municipal Finance Programs securities were recorded by the trustee 
in the name of BOI by specific account. 


Concentration of Credit Risk - Concentration of credit risk is the risk of loss attributed to the magnitude of any 
single investment per issuer name. The Municipal Finance Programs investments directly issued or explicitly 
guaranteed by the US government and investments in mutual funds are excluded from the concentration of credit 
risk requirement. The STIP investment policy limits the concentration of credit risk by limiting portfolio investment 
types to 3.0% in any issuer with the exception of US Treasury and US Agency securities, as well as, any repurchase 
agreements with a financial institution. As of June 30, 2020, STIP concentration risk was within the policy as set by 
BOI. 


Credit Risk - Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligation. 
The Municipal Finance Programs US government direct-backed securities, consisting of US Treasury notes and 
bills, are guaranteed directly by the US government. Obligations of the US government or obligations explicitly 
guaranteed by the US government are not considered to have credit risk and do not require disclosure of credit 
quality. Permitted investments, as described in the indenture, include, “Either (i) long term obligations of such bank, 
trust company or association are rated in one of the three highest investment category of the Standard & Poor’s 
Corporation or Moody’s Investor Service Inc., which investment category shall not be less than the prevailing rate 
on the bonds or (1i) the deposits are continuously secured as to principal, but only to the extent not insured by the 
Bank Insurance Fund or the Savings Association Insurance Fund, or any successor to either, of the Federal Deposit 
Insurance Corporation (FDIC).” 


BOI’s STIP IPS specifies that STIP securities have a minimum of two credit ratings as provided by nationally 
recognized statistical rating organizations, to assist in the monitoring and management of credit risk. The purchase 
of STIP securities other than US government or US agency obligations is restricted to those who are pre-approved. 
Although the STIP investments have been rated by investment security type, STIP, as an external investment pool, 
has not been rated. 


Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment. Permitted investments, as described in the Indenture, details the allowable investments, including those 
in STIP. STIP interest rate risk is determined using the WAM method. According to the STIP IPS, “The STIP 
portfolio will minimize interest rate risk by: 


1. structuring the investment portfolio so securities mature to meet cash requirements for ongoing operations, 
thereby normally avoiding the need to sell securities on the open market prior to maturity; 

2. maintaining a dollar-weighted average portfolio maturity (WAM) of 60 days or less (for this purpose, the 
date to the next coupon reset date will be used for all floating or variable rate securities); and 

3. STIP will maintain a reserve account.” 


The Municipal Finance Program investments are categorized to disclose credit and interest rate risk as of June 30, 
2020. Credit risk is disclosed using the weighted credit quality rating by investment type. Interest rate risk is 
disclosed using weighted effective duration as calculated by BOI. The credit quality ratings have been calculated, 
excluding non-rated investment types. Both the credit quality ratings and duration have been calculated excluding 
cash equivalents, as BOI determined that these securities did not contain these risk elements. There were no 
derivative transactions during the 2020 fiscal year for investments held by the trustee. 


B. Cash/Cash Equivalents 


(1) Cash Deposits — The State requires collateralization based on the average daily bank balance in the depository 
bank holding the main state bank account. For other depository banks, state statutes require collateralization at 
50.0% of the bank balance. The cash deposits amount includes both primary government and component unit 
deposits. 


Table 1 - Cash Deposit Amounts 
(in thousands) 


Carrying 

Amount 

Cash held by State/State's agent $ 17,974 
Uninsured and uncollateralized cash 2,705 
Undeposited cash 1,305 
Cash in US Treasury 254,942 
Cash in MSU component units 6,543 
Cash in UM component units 12,195 
Less: outstanding warrants (27,368) 
$ 328,296 


As of June 30, 2020, the carrying amount of deposits for component units was $186.7 million, as included in Table 1. 


(2) Cash Equivalents — consists of cash in the State Treasury invested by individual funds in the Short-term 
Investment Pool (STIP), the State Treasurer’s pooled cash account, and in identifiable securities and investments 
considered to be cash equivalents. Cash equivalents, generally, are short-term, highly liquid investments with 
original maturities of three months or less that are measured at cost. Cash equivalents may be under the control of 
BOI or other agencies, as allowed by law. 
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Table 2 - Cash Equivalents 
(in thousands) 


Fair 
Value 

Treasuries $ 430,142 
Corporate commercial paper ”) 398,071 
Corporate notes ”) 115,311 
Certificates of deposit ”) 300,206 
Agency or government related ”) 1,182,828 
Money market fund unrated 261,528 
Cash and cash equivalents @ 3,305,016 
Less: STIP Adjustments (269,872) 

Total cash equivalents $ 5,723,230 


(1) A portion is also included in the Investments Measured at Fair Value and NAV table. 
(2) Also included in the Investments Measured at Fair Value and NAV table. 
(3) Includes adjustments for STIP Reserve, STIP included in pooled investments, and holding classification differences. 


As of June 30, 2020, local governments had invested $1.7 billion, and component units of the State of Montana had invested $331.5 


million in STIP. 
STIP Cash Equivalent Credit Quality Ratings as of 
June 30, 2020 
(in thousands) 
Total Cash 
Equivalents Credit Quality Rating 
Agency or government related $ 121,655 A-1+ 
Asset backed commercial paper 1,508,483 A-1+ 
Corporate commercial paper 385,100 A-1+ 
Certificates of deposit 43,029 A-1+ 
Total cash equivalents $ 2,058,267 
STIP 
Credit Quality Rating and Weighted Average of Maturity as of 
June 30, 2020 
(in thousands) 
Total Fixed 
Income Credit 
Investments Quality 
Security Investment Type at Fair Value Rating WAM (Days) 
Treasuries $ 430,142 A-1+ 56 
Agency or government related 1,182,828 A-1+ 52 
Corporate: 
Commercial paper 398,071 A-1+ 72 
Notes 115,311 A-1+ 57 
Certificates of deposit 300,206 A-1 56 


Total STIP fixed income investments at fair value $ 2,426,558 
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These securities consist of investments held by BOI in pooled investment funds. The Consolidated Asset Pension 
Pool (CAPP) and Trust Funds Investment Pool (TFIP) were created to allow qualifying funds to participate in 
diversified investment pools. Purchases are subject to the statutorily mandated “Prudent Expert Principle” (see Table 
3 — Equity in Pooled Investments). 


Table 3 - Equity in Pooled Investments 
(in thousands) 


Fair Value “ 

CAPP: 

Consolidated asset pension pool $ 11,673,887 

TFIP: 

Trust funds investment pool 2,644,510 
Total pooled investments 14,318,397 
Pool adjustments (net) (11,249) 

Total equity in pooled investments $ 14,307,148 


") Includes cash/cash equivalents and investments. 


As of June 30, 2020, the fair value of the underlying securities on loan was $608.0 million. Collateral provided for the securities on 
loan totaled $620.1 million, consisting of $110.4 million in cash and $509.7 million in securities. 


As of June 30, 2020, local governments invested $13.1 million in TFIP. 


State of Montana investments are categorized below to disclose credit and interest rate risk as of June 30, 2020, as 
required for applicable pools. 


Credit Quality Rating and Effective Duration as of June 30, 2020 
Fair Value (in thousands) 


Total Fixed 
Income Effective 
Investments Credit Quality Duration 
Security Investment Type CAPP TFIP SMA at Fair Value Ratings Range (Years) 
Treasuries $ 643,374 $ 348,714 $ 282,470 $ 1,274,558 AAA 3.24-12.52 
Agency or Government Related 163,568 142,612 113,999 420,179 AAA 3.01-5.29 
Asset-Backed Securities 88,048 83,281 57,768 229,097  AAt+ to AAA 1.69-2.72 
Mortgage-Backed Securities: 
Noncommercial 697,867 588,024 129,577 1,415,468 AAA 1.86-2.56 
Commercial 144,057 149,106 33,534 326,697 AAA 4.60-6.97 
Corporate: 
Financial 322,656 311,131 238,394 872,181 BBB+ to A- 3.84-4.65 
Industrial 726,975 625,164 366,556 1,718,695 BB+ to A- 4.55-5.91 
Industrial (Unrated) 444 1,382 505 2,331 NR 0.40-3.06 
Utility 22,041 16,429 9,625 48,095 BBB- to BBB 3.48-6.04 


Total fixed income investments at fair value $ 2,809,030 $ 2,265,843 $ 1,232,428 $ 6,307,301 


State of Montana investments are measured at fair value and categorized within the fair value hierarchy established 
by GASB Statement No. 72 — Fair Value Measurement and Application, as defined below. 


Fixed income and equity investments classified in Level | of the fair value hierarchy are valued using prices quoted 
in active markets for those securities. Fixed income investments classified in Level 2 of the fair value hierarchy are 
valued using a matrix pricing technique. Matrix pricing is used to value securities based on the securities’ 
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relationship to benchmark quoted prices. Residential Mortgages classified in Level 3 of the fair value hierarchy are 
present value adjusted. Direct real estate classified in Level 3 of the fair value hierarchy is based on the latest 
appraisal value. Investments measured at cost are included to account for all investments within each pool and SMA. 
These assets represent cash equivalents and Montana Mortgages and Loans. 


Each of the investment pools and SMA has the following fair value measurements as of June 30, 2020: 
Investments Measured at Fair Value 
(in thousands) 
Fair Value Measurements Using 


Quoted prices in 
Active Markets for Significant Other Significant 
Identical Assets Observable Inputs § Unobservable 


June 30, 2020 (Level 1) (Level 2) (Level 3) 
Investments by fair value level 
Fixed income investments: 
Treasuries $ 1,704,700 $ 1,704,700 $ — $ — 
Agency or Government Related 1,603,007 — 1,603,007 _— 
Asset Backed Securities 229,097 _— 229,097 _— 
Mortgage Backed Securities: 
Noncommercial 1,415,468 — 1,415,468 — 
Commercial 326,697 _— 326,697 — 
Corporate: 
Commercial Paper 398,071 — 398,071 _ 
Commercial Notes 115,311 _— 115,311 _— 
Certificates of Deposit 300,206 — 300,206 
Financial 872,181 _— 872,181 _ 
Industrial 1,718,695 _ 1,718,695 _— 
Industrial (Unrated) 2,331 — 2,331 _ 
Utility 48,095 _ 48,095 — 
Equity investments 3,997,407 3,997,407 — — 
International equity investments 1,974,031 1,974,031 — — 
Direct Real Estate 19,215 — — 19,215 
Residential Mortgages 2,167 _— — 2,167 
Total investments by fair value level 14,726,679 7,676,138 7,029,159 21,382 
Investments measured at the net asset value (NAV) 
Private Equity Partnerships 1,531,566 
Core Real Estate 711,902 
Non-Core Real Estate 484,230 
Natural Resources 261,683 
Real Estate High Income Fund 131,764 
Total investments measured at NAV 3,121,145 
Total investments measured at fair value 17,847,824 
Investments at cost 
Cash and cash equivalents held at custodial bank 3,520,543 
SMA Montana Mortgages and Loans 203,601 
Total investments not categorized 3,724,144 


Total investments $ 21,571,968 


The investments measured at NAV for the year ended June 30, 2020, are detailed below. 


Investments Measured at NAV (in thousands) 


Redemption 
Unfunded Frequency (If Redemption 
Fair Value Commitments Currently Eligible) Notice Period 
Private Equity Partnerships $ 1,531,566 $ 1,038,167 
Core Real Estate 711,902 157,793 Monthly, quarterly 45-90 days 
Non-Core Real Estate 484,230 502,567 
Natural Resources 261,683 265,305 
High Yield Bond Fund 131,764 _ Daily 1-3 days 
Total investments measured at the NAV $ 3,121,145 $ 1,963,832 


STIP and $2.9 billion of SMA are included, and also reported in Tables 2 and 4, respectively. 


Private Equity Partnerships — This type includes investments in limited partnerships. Generally speaking, the types 
of partnership strategies included in this portfolio: venture capital, growth equity, buyouts, special situations, 
mezzanine and distressed debt. These investments are considered long-term. Redemptions are restricted over the life 
of the partnership. During the life of the partnerships, distributions are received as underlying partnership 
investments are realized. It is expected that the underlying assets of the funds will be liquidated over 10 years. It is 
probable all the investments in this type will be sold at an amount different from the NAV per share (or its 
equivalent) of BOI’s ownership interest in partners’ capital. 


Core Real Estate — This type includes funds that invest primarily in core real estate, which makes equity investments 
in operating and substantially-leased institutional quality real estate in traditional property types (apartments, office, 
retail, industrial and hotel) via commingled funds. The primary investment objectives of these core real estate funds 
are to invest in real estate that will generate income from predictable sources of revenue and not to realize gains on 
the underlying assets. This investment type receives distributions of generated income and occasionally through the 
liquidation of the underlying assets of the fund. The fair values of the investments in this category have been 
determined using the NAV per share (or its equivalent) of BOI’s ownership interest in the partners’ capital. 
Redemption of these investments is restricted based on the availability of cash flow arising from investment 
transactions, sales, and other fund operations occurring in the ordinary course of business. Therefore, requested 
redemptions from a fund will be redeemed as funds become available. 


Non-Core Real Estate — This type includes private partnership funds that primarily invest in value added and 
opportunistic real estate funds. These funds assume more risk than the core real estate funds to achieve a greater 
return on investment. Returns are driven both by current income and by expected capital appreciation. This 
investment type receives distributions of generated income and occasionally through the liquidation of the 
underlying assets of the fund. It is expected that the underlying assets of the funds will be liquidated over 7 to 10 
years. These investments can never be redeemed. The fair values of the investments in this category have been 
determined using the NAV per share (or its equivalent) of the Board’s ownership interest in the partners’ capital. 


Natural Resources — This type includes private partnership funds that primarily invest in timber, energy and broad 
natural resource funds. This investment type receives distributions of generated income and occasionally through the 
liquidation of the underlying assets of the fund. It is expected that the underlying assets of the funds will be 
liquidated over 10 to 20 years. The fair values of the investments in this category have been determined using the 
NAV per share (or its equivalent) of the Board’s ownership interest in the partners’ capital. 


Real Estate High Income Fund — This type consists of predominantly of real estate related instruments with an 
emphasis in U.S. corporate credits, whether in the form of bonds or loans that are rated below investment grade. 
These assets carry a higher risk of default than investment grade securities and accordingly provide a higher level of 
income or yield commensurate with that risk. The fair values of the investments of this type have been determined 
using the NAV per share (or its equivalent) of the investments. 
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As of the June 30, 2020, exchange date, BOI’s foreign currency exposure by denomination and investment type are 
reported, in U.S. dollars, at fair value and is limited to CAPP. The following table excludes the foreign investments 
denominated in U.S. dollars for the American Depository Receipts (ADRs), sovereign debt and commingled index 


funds. 


Foreign Currency 
Denomination 


Australian Dollar 
Brazilian Real 
Canadian Dollar 
Danish Krone 
EMU - Euro 

Hong Kong Dollar 
Hungarian Forint 
Indonesian Rupiah 
Japanese Yen 
Malaysian Ringgit 
Mexican Peso 
New Israeli Shegel 
Korean Fortnit 
New Zealand Dollar 
Norwegian Krone 
Philippine Peso 
Polish Zloty 

Pound Stering 
Singapore Dollar 
South African Rand 
South Korean Won 
Swedish Krona 
Swiss Franc 

New Taiwan Dollar 
Thailand Baht 
Yuan Renminbi 


Total cash and 
securities 


Foreign Currency Exposure by Country 


Investment Type in US Dollar Equivalent 


(in thousands) 


International Private _— Real Estate 
Currency Equities Equity Equity 
$ 48 $ 22,100 $ —$ = 
18 14,424 — — 
55 27,668 _ — 
— 13,133 _ — 
1 178,067 16,278 1,144 
81 60,149 — — 
_ 1,504 — — 
3 2,305 _ — 
193 117,539 — — 
4 161 — — 
18 8,729 — — 
— 4,395 _ — 
33 23,391 _ _— 
1 259 _— — 
2 4,318 _ _ 
3 65 — _— 
— 481 _— — 
7 59,147 — — 
145 7,856 — _— 
— 7,091 _ _— 
8 25,790 _ _ 
90 30,288 _ _ 
_ 43,745 _ _ 
10 2,366 _ _— 
4 3,729 — — 
51 10,603 _ — 
$ 775 $ 669,303 $ 16,278 $ 1,144 


Investments in alternative equity are usually made via limited partnership agreements that involve many limited 
partners and a general partner who is responsible for all investment decisions. The limited partners make an original 
commitment, after which capital is called as needed by the general partner to make investments. These agreements 
will usually last for a minimum of 10 years. The following table shows the remaining BOI commitments to 
alternative equity managers. 


Commitments to Fund Managers 
(in thousands) 


Original Commitment 
Pension Asset Class Commitment Remaining 
Private Equities PAC $ 3,045,722 $ 1,038,167 
Real Estate PAC 2,060,130 660,360 
Natural Resources PAC 584,412 265,305 
Total $ 5,690,264 $ 1,963,832 


D. Investments 


Article VIII of Montana's Constitution, with supporting statutes, authorizes BOI to manage the State's Unified 
Investment Program. Long-term investments are administered by the following agencies, as allowed by state law, 
Section 17-6-201, MCA: 


Long-term Investments 


Percent 

Department Administered 
Board of Investments 50.39 % 
Universities 17.83 
MPERA (Montana Public Employee Retirement Administration) 24.96 
College Savings Plan 4.58 
Montana Board of Housing 1.16 
Other"? 1.08 

Total 100.00 % 


‘) Other consists of the Commissioner of Higher Education, the Department of Administration, the Department of Commerce, 
the Department of Natural Resources and Conservation, the Department of Revenue, and State Auditor. 


BOI must employ the "Prudent Expert Rule" in managing the State's investment portfolio. Investments are presented 
at fair value. Investment fair values for publicly traded securities are determined primarily by reference to market 
prices supplied to BOI's custodial bank or trustee. State investments are categorized within the fair value hierarchy 
established by GASB Statement No. 72. 


The PERS Defined Contribution Retirement Plan (DCRP) and the Deferred Compensation Plan’s Montana Fixed 
Fund is a stable value investment option administered and monitored by the Public Employees’ Retirement Board 
(PERB) with input from the Employee Investment Advisory Committee and the investment consultant. The PERB 
has established an investment policy for the Montana Fixed Fund to identify objectives, investment guidelines, and 
outline the responsibility of the outside vendors. This investment policy includes stable value manager Pacific 
Investment Management Company LLC (PIMCO), custodial bank State Street Bank and Trust Company (State 
Street), and third-party synthetic Guaranteed Interest Contract (GIC) providers, Transamerica Life Insurance 
Company (Transamerica), Prudential Insurance Company of America (Prudential), and Voya Retirement Insurance 
and Annuity Company (Voya). All money invested in the Montana Fixed Fund of the PERS-DCRP and Deferred 
Compensation Plan is held in a Pooled Trust. The third party record keeper, Empower ™ Retirement, tracks and 
reports the daily trading and valuations of all investment options, including the assets held by the individual mutual 
fund companies. 
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Table 4 - Investments 
(in thousands) 


Quoted prices in Significant 
. Active Markets for Significant Other  Unobservable 
Fair Value Identical Assets Observable Inputs Inputs 
June 30, 2020 (Level 1) (Level 2) (Level 3) 
Primary government 
Investments by fair value level 
Treasuries $ 3,522 $ 3,522 $ — $ — 
Agency/Government Related “ 3,023 = 3,023 — 
Government Securities 2,023 2,023 _— _— 
Stocks 6,521 6,521 _— _— 
Other 9,588 _ 9,588 _ 
Total investments at fair value “94677 ~~—Sté<“‘it‘;~C*N«WOSCO!*~*~*~“‘(C‘C*CLODYSCé‘CU‘(CNSNNNNSNSNSNCMC 
Investments at cost 
Montana Mortgages and Loans ©) 193,506 
Total investments at cost 193,506 
Total primary government 218,183 
Component units/fiduciary funds 
Investments by fair value level 
Treasuries “” 278,948 278,948 = - 
Agency/Government Related "” 110,976 — 110,976 — 
Asset-Backed Securities 57,768 = 57,768 — 
Mortgage-Backed Securities 129,577 a 129,577 — 
Commercial Mortgage-Backed Securities 33,534 = 33,534 = 
Financial-Corporate "? 238,394 — 238,394 — 
Industrial-Corporate 366,556 a 366,556 — 
Industrial-Corporate (Unrated) ‘” 505 = 505 — 
Utility-Corporate 9,625 — 9,625 = 
Equity Investments 159,979 159,979 — _— 
International Equity Investments 39,792 39,792 _— — 
529 College Savings Plan 156,859 _— 156,859 — 
VEBA 8,226 8,226 — — 
State Auditor 10,699 6,037 4,662 _ 
MSU Investments ”? (18) — (18) = 
MSU Component Unit Investments ”) 183,858 179,857 1,981 2,020 
UM Component Unit Investments 202,595 147,083 45,309 10,203 
Board of Housing ”) 39,858 6,441 33,417 — 
Total investments at fair value 2,027,731 826,363 1,189,145 12,223 
Investments at net asset value (NAV) 
Core Real Estate 101,390 
Deferred Compensation ” 560,706 
Defined Contribution ”) 294,648 
MSU Component Unit Investments ”) 94,672 
UM Component Unit Investments 111,300 
UM Other Investments ”) 420 
UM Interest in Split Interest. 4,290 
Total investments at NAV 1,167,426 
Investments at cost 
MSU Component Unit Investments ”) 14,104 
Total Investments at Cost 14,104 
Total component unit/fiduciary investments 3,209,261 
Total investments $ 3,427,444 


Securities lending investment pool $ 42,673 
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(1) | The credit quality rating and duration are included in the above sections for the rated investments. 

(2) For more detail, refer to component unit separately issued financial statements. 

(3) | The total for Montana Mortgages and Loans does not include Coal Severance Tax loans, which was included in SMA financial statements. This 
amount of $10.1 million is considered advances to other funds/component units and amounts due from component units in the Coal Tax Severance column 
of the governmental fund financial statements. 


As of June 30, 2020, the fair value of the investments on loan was $133.7 million. Collateral provided for the investments on loan totaled $136.5 million 
consisting of $42.7 million in cash and $93.8 million in securities. 


$1.7 billion of SMA is included and also reported in the Investments Measured at Fair Value and NAV table. 


Municipal Finance Programs — Rated Securities 
Credit Quality Rating and Effective Duration as of 


June 30, 2020 
(in thousands) 


Credit 
Fair Quality Effective 

Security Investment Type Value Rating” — Duration") 
Short-term investments 

US Treasury obligations $ 146 AAt 0.46 
Restricted investments 

US Treasury obligations 564 AAt 0.46 

Total investments $ 710 


") Credit Quality Rating and Effective Duration are weighted. 
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NOTE 4. DISAGGREGATION OF ACCOUNTS RECEIVABLE, ACCOUNTS PAYABLE, DEFERRED 


OUTFLOWS OF RESOURCES AND DEFERRED INFLOWS OF RESOURCES 


Accounts receivable, accounts payable, deferred outflows of resources, and deferred inflows of resources on the 
Statement of Net Position as of June 30, 2020, consisted of the following (in thousands): 


A. Accounts Receivables 


Governmental Activities 


Coal Federal Internal Nonmajor : 
Severance Special | General Service © Land Governmental State Special 
Tax Revenue Fund Funds Grant Funds Revenue 
Charges for services/fines/forfeitures $ — $ 4,681 $ 2,469 $ 375 $ — $ — $ 12,094 
Contributions/premiums _— _— — 11,200 — — 1,195 
Grants/contracts/donations _ _ _ _ _ 16 258 
Investment income 2,199 _— 509 118 1,794 6,005 3,126 
License and permits _— _— — — _— _— 8,538 
Other receivables _ 71,178 8,503 958 — — 636 
Reimbursements/overpayments — 304 18,503 18 — — 13,881 
Taxes 8,426 — 530,391 _ _ 3,003 65,748 
Total receivables 11,225 76,163 560,375 12,669 1,794 9,024 105,476 
Less: allowance for doubtful accounts — (726) (125,682) (978) — (24) (19,290) 
Receivables, net $ 11,225 $ 75,437 $ 434693 $ 11691 $ 1,794 $ 9,000 $ 86,186 
Business-type Activities 
Municipal 
Finance Nonmajor Unemployment 
Programs Enterprise Funds Insurance 

Charges for services $ — $ 31,671 $ — 

Contributions/premiums _ 4,588 6,068 

Loans/investment income 8,029 95 — 

Other receivables _ 62 — 

Reimbursements/overpayments — _ 2,129 

Total receivables 8,029 36,416 8,197 

Less: allowance for doubtful accounts = (646) (3,719) 

Receivables, net $ 8,029 $ 35,770 $ 4,478 


B. Deferred Outflows of Resources 


Governmental Activities 


Nonmajor 
Federal Special Internal Service Governmental = State Special 
Revenue General Fund Funds Funds Revenue 
OPEB deferred outflows $ — § 14,999 $ 979 $ — $ —_ 
Pension deferred outflows ”) 13 586,392 8,996 — 65 
Refunding deferred outflows — — — 1,805 _— 
Total deferred outflows $ 13 $ 601,391 $ 9,975 $ 1,805 $ 65 
Business-type Activities 
Municipal 
Finance Nonmajor 
Programs Enterprise Funds 
OPEB deferred outflows $ 5 $ 282 
Pension deferred outflows 46 2,090 
Total deferred outflows $ 51 $ 2,372 
‘) Further detail regarding OPEB related deferred outflows of resources is provided in Note 7. 
@ Further detail regarding pension related deferred outflows of resources is provided in Note 6. 
C. Accounts Payables 
Governmental Activities 
Nonmajor 
Federal Special Internal Service Governmental State Special 
Revenue General Fund Funds Funds Revenue 
Accrued interest $ 6 $ 431 $ 27 $ 1,655 $ 50 
Payroll 10,922 35,566 4,839 6 25,600 
Tax refunds _— 188,354 _ _ _ 
Vendors/individuals 226,436 65,270 12,133 9,693 162,951 
Payables, net $ 237,364 $ 289,621 $ 16,999 $ 11,354 $ 188,601 
Business-type Activities 
Municipal 
Finance Nonmajor Unemployment 
Programs Enterprise Funds Insurance 
Accrued interest $ 302 $ 3 $ a 
Payroll 30 1,276 _ 
Vendors/individuals 11 19,334 29,005 
Payables, net $ 343 § 20,613 $ 29,005 
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D. Deferred Inflows of Resources 


Federal Special 
Revenue 


OPEB deferred inflows 5 
Pension deferred inflows 7 
Total deferred inflows $ 


OPEB deferred inflows 
Pension deferred inflows 
Total deferred inflows 


Further detail regarding OPEB related deferred inflows of resources is provided in Note 7. 


Governmental Activities 


Internal Service 


General Fund Funds 
—$ 26,005 $ 1,698 
37 181,999 9,444 
37 $ 208,004 $ 11,142 
Business-type Activities 
Municipal 
Finance Nonmajor 
Programs Enterprise Funds 
$ 8 $ 503 
49 3,085 
$ 57 $ 3,588 


State Special 
Revenue 


60 
60 


Further detail regarding pension related deferred inflows of resources is provided in Note 6. 


NOTE 5. 


Changes in capital asset balances for the fiscal year ended June 30, 2020, are reflected in the following table (in 


thousands): 


CAPITAL ASSETS 


Governmental Activities 
Capital assets not being depreciated: 
Land 
Construction work in progress 
Easements 
Museum and art 
Other 
Total capital assets not being depreciated 


Capital assets being depreciated: 
Infrastructure 
Land improvements 
Buildings/improvements 
Equipment 
Easements - amortized 
Other 
Total capital assets being depreciated 


Less accumulated depreciation for: 
Infrastructure 
Land improvements 
Buildings/improvements 
Equipment 
Other 
Total accumulated depreciation 


Total capital assets being depreciated, net 
Intangible assets 


Governmental activities capital assets, net 


Beginning 


Balance _ Increases ") 


$ 737,025 $ 


1,105,818 
218,813 
85,670 
29,842 
2,177,168 


5,573,558 
69,251 
605,637 
410,261 
1,377 
5,566 
6,665,650 


(1,700,168 
(33,438 
(399,024 
(270,662 
(4,308 
(2,407,600 


Se res ae 


4,258,050 


45,267 


$ 6,480,485 $ 


16,546 $ 
543,097 
18,059 
408 
354 
578,464 


386,946 
7,744 
17,788 
33,823 
210 
446,511 


(195,227 
(3,220 
(19,418 
(24,236 
(254 
(242,355 


YS Ire Tr TSO aC 


204,156 


35,421 


818,041 §$ 


Ending 


Decreases") Balance 


(75)$ 753,496 
(426,664) 1,222,251 
= 236,872 
ze 86,078 
= 30,196 
(426,739) 2,328,893 


(201,537) 5,758,967 
a 76,995 
(5,245) 618,180 
(13,466) 430,618 
(73) 1,304 

= 5,776 
(220,321) 6,891,840 


188,932 (1,706,463 


) 

= (36,658) 
545 (417,897) 
9,181 (285,717) 
= (4,562) 

) 


198,658 (2,451,297 
(21,663) 4,440,543 
(27,078) 53,610 


(475,480) $ 6,823,046 


(") The increases and decreases noted above include adjustments related to prior periods and correction of errors. 
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(2) 


Beginning 
Business-type Activities Balance 
Capital assets not being depreciated: 
Land $ 800 $ —$ 
Construction work in progress 6,887 2,361 
Other 3,640 205 
Total capital assets not being depreciated 11,327 2,566 
Capital assets being depreciated: 
Infrastructure 1,175 _ 
Land improvements 3,830 _ 
Buildings/improvements 10,199 6,180 
Equipment 9,573 419 
Total capital assets being depreciated 24,777 6,599 
Less accumulated depreciation for: 

Infrastructure (746) (19) 
Land improvements (2,064) (149) 
Buildings/improvements (6,799) (317) 
Equipment (7,274) (390) 

Total accumulated depreciation (16,883) (875) 
Total capital assets being depreciated, net 7,894 5,724 
Intangible assets 2,062 — 
Business-type activities capital assets, net $ 21,283 $ 8,290 $ 


Ending 


Increases") Decreases’ Balance 


— § 800 
(6,887) 2,361 
(75) 3,770 
(6,962) 6,931 
= 1,175 

= 3,830 

= 16,379 
(182) 9,810 
(182) 31,194 
= (765) 
= (2,213) 
= (7,116) 
164 (7,500) 
164 (17,594) 
(18) 13,600 
(541) 1,521 


(7,521) $ 22,052 


The increases and decreases noted above include adjustments related to prior periods and corrections of errors. 


Depreciation expense was charged to governmental functions as follows (in thousands): 


General government 
Public safety 
Transportation, including depreciation of the highway system maintained by the State 
Health and human services 
Education 
Natural resources, including depreciation of the state's dams 
Depreciation on capital assets held by the internal service funds 
Total depreciation expense — Governmental Activities 


Depreciation expense was charged to business-type activities as follows (in thousands): 


Liquor Stores 
State Lottery 
Prison Funds 
West Yellowstone Airport 
Other Enterprise Funds 
Total depreciation expense — Business-type Activities 


Depreciation 
$ 8,222 
8,043 
197,267 
2,952 
179 
11,020 
14,672 
$ 242,355 


Depreciation ”) 
$ 110 
56 
403 
257 
49 
So 8 


Depreciation expenses noted above include adjustments related to prior periods and correction of errors. 


NOTE 6. RETIREMENT PLANS 
A. General 


The funding policies for each plan provide for periodic employee, employer, and State nonemployer contributions at 
rates specified by state law. An actuary determines the actuarial implications of the funding requirement in an annual 
actuarial valuation. The actuarial method used to determine the implications of the statutory funding level is the 
Entry Age Actuarial Cost Method, with both normal cost and amortization of the unfunded actuarial liability 
determined as a level percentage of payroll expense. Benefits are established by state law and can only be amended 
by the Legislature. 


Montana State Fund, a discretely presented component unit of the State, by statute, prepares separately issued 
financial statements on a calendar year-end basis. Due to the difference in reporting period, there will be a variance 
between the note disclosures and the financial statements for some pension-related items. 


Public Employees’ Retirement Board 

The Public Employees’ Retirement Board (PERB) oversees eight defined benefit plans: Public Employees’ 
Retirement System-Defined Benefit Retirement Plan (PERS-DBRP); Judges’ Retirement System (JRS); Highway 
Patrol Officers’ Retirement System (HPORS); Sheriffs’ Retirement System (SRS); Game Wardens’ and Peace 
Officers’ Retirement System (GWPORS); Municipal Police Officers’ Retirement System (MPORS); Firefighters’ 
Unified Retirement System (FURS); and Volunteer Firefighters’ Compensation Act (VFCA). The PERB also 
oversees two defined contribution plans: Public Employees’ Retirement System-Defined Contribution Retirement 
Plan (PERS-DCRP) and the 457-Deferred Compensation Plan (457 Plan). The PERB also oversees education funds 
related to the pension plans. All of the benefit plans, defined benefit and defined contribution, are administered by 
the Montana Public Employees’ Retirement Administration (MPERA). Separately issued financial statements and 
actuarial reports can be obtained at 100 North Park, Suite 200, PO Box 200131, Helena, MT 59620-0131. The 
financial statements and the latest actuarial valuation may also be obtained here: http://mpera.mt.gov/. The 
financial statements for the PERS-DBRP include activity for the defined benefit plan and the associated education 
fund. The PERS-DCRP financial statements include activity for the defined contribution plan and the associated 
education fund. 


The PERB is an independent, seven-member board, appointed by the Governor. The members are assigned five- 
year, staggered terms. The PERB consists of two members at large, two active defined benefit public employees, 
one active defined contribution public employee, one member experienced in investments, and one retired public 
employee. The PERB approves the annual operating budget, developed by MPERA management, before the 
beginning of the fiscal year. As governed by statute, the PERB’s defined benefit administrative expenses may not 
exceed 1.5% of the total defined benefit plan retirement benefits paid. In addition, the PERB decides legislative 
policy and priorities, hires the executive director, establishes the policies and procedures that govern operations at 
MPERA, and hears and rule on appeal matters of disabilities, retirees, and members. PERB members do not receive 
compensation for their service to the MPERA but are reimbursed for necessary expenses incurred while serving. 


All defined benefit pension plans provide retirement, disability, and death benefits to the plan members and their 
beneficiaries. The PERS-DCRP Disability OPEB Plan provides a defined benefit for disabled members of the 
PERS-DCRP. Beneficiaries do not receive disability benefits but may attain retirement benefits from the PERS- 
DCRP. A summary of the plan eligibility and benefits are found in the Summary of Benefits sections throughout 
Note 6. 


Teachers’ Retirement System 

The Teachers’ Retirement System (TRS) is a defined benefit plan administered by the Teachers Retirement Board 
(TRB). The plan prepares a publicly issued comprehensive annual financial report that includes financial statements 
and required supplementary information for TRS. Separately issued financial statements, actuarial valuations, and 
experience studies can be obtained at 100 N Park Avenue, Suite 110, PO Box 200139, Helena, MT 59620-0319, or 
can be found online at https://trs.mt.gov/. 


The TRB consists of six members, all of whom are appointed by the Governor. Three TRB members must be 
teaching professionals who, when appointed, are active members of TRS; at least one of them must be an active 
classroom teacher. One TRB member must be a retired teacher who was a member of TRS at the time of retirement. 
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Two TRB members are appointed from the public at large. TRB members serve staggered, five-year terms. Three 
TRB members constitute a quorum. 


A summary of the number of participating employer and nonemployer contributing entities as of June 30, 2020, 
follows: 


PERS- _PERS- 
Classification of Participant GWPORS DBRP DCRP SRS MPORS — FURS VFCA TRS 
Employer 7 548 329 57 33 27 221 364 
Nonemployer 
contributing entity a 1 _— — 1 1 1 1 
Total Participants 7 549 329 57 34 28 222 365 


There are 688 State employees who are eligible to participate in defined benefit pension plans, other than the plans 
listed above. 


B. Summary of Significant Accounting Policies 


The MPERA prepares its financial statements using fund accounting principles and the accrual basis of accounting. 
The basis of accounting indicates the timing of transactions or events for recognition in the financial statements. 
Plan member contributions, employer contributions, and related receivables are recognized as revenues in the 
accounting period in which they are earned and become measurable, pursuant to formal commitments and statutory 
requirements. Benefit payments and refunds/distributions are recognized in the accounting period in which they are 
due and payable in accordance with the terms of each plan. Administrative and other expenses, and the associated 
liabilities, are recognized in the period the liability is incurred. Administrative expenses are financed through 
investment earnings on the pension trust fund for the defined benefit plans. Interfund receivables and payables exist 
at year-end for defined benefit administrative expenses that are accounted for within PERS-DBRP and allocated to 
the other defined benefit plans at year-end. Costs specifically related to the computer system upgrades are charged 
directly to the individual plans. The MPERA adheres to all applicable Governmental Accounting Standards Board 
(GASB) statements. 


The TRS prepares its financial statements using the accrual basis of accounting. For the purposes of measuring the 
net pension liability, deferred inflows of resources, and deferred outflows of resources related to pensions, pension 
expense, information about the fiduciary net position of the TRS, and additions to/deductions from TRS’s fiduciary 
net position, the items have been determined on the same accrual basis as they are reported by the TRS. For this 
purpose, plan contributions are recognized as of employer payroll paid dates. Benefit payments and refunds are 
recognized when due and payable in accordance with the benefit terms. Investments are reported at fair value. The 
TRS adheres to all applicable GASB statements. 


The pension trust fund financial statements presented in this report are prepared using the accrual basis of 
accounting in the same manner as that described for the pension plan administrators above. 


C. Public Employee Defined Benefit Retirement Plan 


A summary of classes of members in JRS, HPORS, GWPORS, PERS-DBRP, SRS, MPORS, FURS, VFCA, TRS, 
PERS-DCRP, and 457-Deferred Compensation covered by benefit terms at June 30, 2020, follows: 


Type of Plan for Reporting 
Purposes 


Plan Designation 


Classification of Member 
Active 


Inactive entitled to, but not yet 
receiving, benefits or a 
refund: 


Vested 
Non-vested 


Inactive members and 
beneficiaries currently 
receiving benefits: 


Service retirements” 

Disability retirements 

Survivor benefits“) 
Total membership 


Single-Employer Defined 


Benefit Multi-Employer Defined Benefit 


reg PERS. SRS meee FURS VFCA_ TRS 


JRS "(> GWPORS | 5 ene) 


58 233 1,033} 29,039 1,502 829 735 = 2,401 19,751 


2 17 135 39 766 = 1,828 
1 31 495 


67 335 371 648 1,519 16,605 
_ 4 2 12 1 192 


5 11 11 18 
133 631 2,047 77,513 3,107 1,975 1,524 4691 53,797 


") Includes DROP in the Active count. 
@ The inactive Non-vested count includes dormant accounts that were previously not counted. 
® Includes "Alternative Payees" and "Death After Retirement" benefit payments. As of Fiscal Year 2019, the TRS plan stopped reporting separate benefit 


recipient categories. 


“ Includes "Death Before Retirement" benefit payments. 


Multi-Employer 


Defined 
Contribution 
PERS- 
DCRP 457-DC 
3,100 5,601 
639 4,293 
790 — 
106 — 
9 = 
= 
4645 9,894 


A summary of pension liability, pension assets, net pension liability/(asset), pension expense, deferred outflows of 
resources, and deferred inflows of resources by plan and total for the State as an employer entity for primary 
government and component units reported as of June 30, 2020, based on a June 30, 2019, actuarial valuation, 
follows with amounts presented in thousands: 


Aggregate Pension Amounts - All Plans (State as employer) 


Employer's 
Employer's Net Employer’s Deferred 

Employer's Total Employer's Pension Pension Outflows of 

System Pension Liability Pension Assets _Liability/(Asset) Expense Resources 
JRS $ 65,319 $ 104,886 §$ (39,567) $ (114) $ 5,690 
HPORS 237,728 152,778 84,950 12,145 11,713 
GWPORS 247,013 206,348 40,665 9,501 13,748 
PERS-DBRP 3,128,757 2,310,595 818,162 87,976 141,953 
SRS 22,464 18,397 4,067 63 2,144 
FURS 11,593 9,284 2,309 530 1,084 
TRS 148,249 101,756 46,493 15,181 32,800 
Totals $ 3,861,123 $ 2,904,044 $ 957,079 $ 125,282 $ 209,132 


(1) State as the Single Employer 


Employer's 
Deferred Inflows 
of Resources 


$ 1,450 
4,003 

155,410 

2,513 

195 

919 

$ 164,490 


Judges’ Retirement System — The JRS, administered by the MPERA, is a single-employer defined benefit plan 


established in 1967 and governed by Title 19, chapters 2 & 5, MCA (Montana Code Annotated). This plan provides 
retirement benefits for all Montana judges of the district courts, justices of the Supreme Court, the Chief Water 
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Judge, and the Associate Water Judge. Benefits are established by state law and can only be amended by the 
Legislature. The JRS provides retirement, disability, and death benefits to plan members and their beneficiaries. 
Benefits are based on eligibility, years of service, and compensation. Member rights are vested after five years of 
service. 


Summary of Benefits 
Member’s current salary’ or highest average compensation (HAC)? 
'Hired prior to July 1, 1997, and non-Guaranteed Annual Benefit Adjustment (GABA) — monthly 
compensation at time of retirement; 
"Hired on or after July 1, 1997, or electing GABA — HAC during any consecutive 36 months; 
*Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of a 
member’s HAC. 


Eligibility for benefit 
Age 60, 5 years of membership service; 
Any age with 5 years of membership service — involuntary termination, actuarially reduced. 


Vesting 
5 years of membership service. 


Monthly benefit formula 
3.33% of current salary! (non-GABA) or HAC? (GABA) per year of service credit for the first 15 
years of service credit, plus 1.785% per year for each year after 15 years. 


Guaranteed Annual Benefit Adjustment (GABA) 
Hired on or after July 1, 1997, or those electing GABA — after the member has completed 12 full 
months of retirement, the member’s benefit increases by a maximum of 3.0% each January, inclusive 
of all other adjustments to the member’s benefit. 


Minimum benefit adjustment (non-GABA) 

If hired prior to July 1, 1997, and member did not elect GABA — current salary of an active member 
in same position is used in the calculation of the monthly benefit each time the Legislature increases 
salaries for active judges. 


Contributions to the Plan 
Rates are specified by state law for periodic employee and employer contributions. The Legislature has the authority 
to establish and amend contribution rates to the plan. 


Member contributions to the system — Contributions are deducted from each member’s salary and 
remitted by the participating employer. An individual account is established for each member’s 
contributions and interest allocations until a retirement or refund request is processed. Plan members 
are required to contribute 7.0% of the member’s monthly compensation. 


Employer contributions to the system — As the employer, the State is required to contribute 25.81% of 
a member’s compensation. 


Actuarial Assumptions 

The total pension liability/(asset) used to calculate the net pension liability/(asset) was determined by an actuarial 
valuation as of June 30, 2018, with update procedures used to roll forward the total pension liability/(asset) to June 
30, 2019. The actuarial assumptions used in the June 30, 2019, valuation were based on the results of the last 
actuarial experience study dated May 2017 for the six-year period ended June 30, 2016. There were several 
significant assumptions and other inputs used to measure the total pension liability/(asset). Among those 
assumptions were the following: 


¢ Investment Return 7.65% 
¢« Admin Expense as a % of Payroll 0.17% 


¢« General Wage Growth 3.50% 
¢ Inflation at 2.75% 
¢ Merit Increases None 


¢ Postretirement Benefit Increases — After the member has completed 12 full months of retirement, the 
member’s benefit increases by the applicable percentage (provided below) each January, inclusive of other 
adjustments to the member’s benefit: 
° 3% for members electing GABA or hired on or after July 1, 1997 
° Current salary of an active member in the same position, if hired prior to July 1, 1997, 
and not electing GABA 
¢ Mortality assumptions among contributing members, terminated vested members, service retired members 
and beneficiaries are based on RP-2000 Combined Employee and Annuitant Mortality Tables projected to 
2020 using Scale BB, set back one year for males. 
¢ Mortality assumptions among Disabled Retirees are based on RP-2000 Combined Employee and Annuitant 
Mortality Tables. 


Discount Rate 

The discount rate used to measure the total pension asset was 7.65%. The projection of cash flows used to determine 
the discount rate assumed that contributions from participating plan members and employers will be made based on 
the PERB’s funding policy, which establishes the contractually required rates under MCA. Based on those 
assumptions, the JRS’s fiduciary net position was projected to be adequate to make all the projected future benefit 
payments of current plan members through the year 2105. Therefore, the long-term expected rate of return on 
pension plan investments was applied to all periods of projected benefit payments to determine the total pension 
asset. A municipal bond rate was not incorporated in the discount rate. 


Target Allocations 

The long-term expected return on pension plan assets is reviewed as part of the regular experience study prepared 
for the JRS. The most recent analysis, performed for the six-year period ended June 30, 2016, is outlined in a report 
dated May 2017, and can be located on the MPERA website. The long-term expected rate of return on pension plan 
investments was determined by considering information from various sources, including historical rates of return, 
rate of return assumptions adopted by similar public pension systems, and by using a building-block method in 
which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan investment 
and inflation) are developed for each major asset class. These ranges were combined to produce the long-term 
expected rate of return by weighing the expected future real rates of return by the target asset allocation percentage 
and by adding expected inflation. Best estimates of the arithmetic real rates of return for each major asset class 
included in the JRS’s target asset allocation as of June 30, 2019, is summarized in the table that follows: 


Target Asset Long-term Expected 


Asset Class Allocation Real Rate of Return 
Cash Equivalents 3.00% 4.09% 
Domestic Equity 36.00% 6.05% 
Foreign Equity 18.00% 7.01% 
Fixed Income 23.00% 2.17% 
Private Equity 12.00% 10.53% 
Real Estate 8.00% 5.65% 


Total 100.00% 


Sensitivity Analysis 
In accordance with GASB 68 regarding the disclosure of the sensitivity of the net pension liability/(asset) to changes 
in the discount rate, the table below presents the net pension liability/(asset) calculated using the discount rate of 
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7.65%, as well as what the net pension liability/(asset) would be if it were calculated using a discount rate that is 
1.00% lower (6.65%) or 1.00% higher (8.65%) than the current rate. 


(in thousands) 


1.0% Decrease Current 1.0% Increase 
(6.65%) Discount Rate (8.65%) 
JRS net pension (asset) $ (33,242) $ (39,567) $ (45,028) 


Net Pension Asset 

In accordance with GASB 68, the employer is required to recognize and report certain amounts associated with its 
participation in the JRS. GASB 68 became effective June 30, 2015, and includes requirements for participant to 
record and report its net pension asset (NPA), pension expense, deferred inflows of resources and deferred outflows 
of resources associated with pensions. 


(dollars presented in thousands) 


Net Pension Liability | Net Pension Liability 
(Asset) as of 6/30/18 (Asset) as of 6/30/19 Percent of NPA 


Employer's proportionate share $ (42,459) $ (39,567) 100% 


At June 30, 2020, the employer reported a net pension asset of $39.6 million for its proportionate share of the net 
pension asset. The net pension asset was measured as of June 30, 2019, and the total pension liability used to 
calculate the net pension asset was determined by an actuarial valuation as of June 30, 2018, with update procedures 
used to roll forward the total pension liability to June 30, 2019. The employer’s proportion of the net pension asset 
was based on the employer’s contributions received by JRS during the measurement period July 1, 2018, through 
June 30, 2019, relative to the total employer contributions received from all of the JRS participating employers. 


Changes in actuarial assumptions and methods: There were no changes in assumptions or other input 
that affected the measurement of the total pension liability (asset). 


Changes in benefit terms: There have been no changes in benefit terms since the previous 
measurement date. 


Changes in proportionate share: There were no changes between the measurement date of the net 
pension asset and the employer’s reporting date that are expected to have a significant effect on the 
employer’s proportionate share of the net pension asset. 


Other Items Related to and Changes in Net Pension Asset 


(in thousands) 


Total Pension Plan Fiduciary Net Pension 
Liability Net Position Liability/(Asset) 

Balances at 6/30/2018 $ 60,192 $ 102,651 $ (42,459) 
Service costs 1,772 = 1,772 
Interest 4,458 _— 4,458 
Difference between expected 

and actual experience 2,743 _ 2,743 
Contributions - member = 517 (517) 
Net investment income — 5,687 (5,687) 
Benefit payments (3,846) (3,846) _— 
Administrative expense = (123) 123 
Net changes 5,127 2,235 2,892 


Balances at 6/30/2019 $ 65,319 $ 104,886 $ (39,567) 


Pension Expense 
At June 30, 2020, the employer recognized pension expense of $(114.0) thousand for the JRS. 


Deferred Outflows and Inflows 
As of the fiscal year ended June 30, 2020, remaining deferred outflows of resources and deferred inflows of 
resources related to the JRS are from the following sources: 


(in thousands) 
Deferred Outflows Deferred Inflows 


of Resources of Resources 

Net difference between projected and actual 

earnings on pension plan investments $ 2,273 $ 1,450 
Changes of assumptions 966 _ 
Differences between expected and actual 

experience 463 _— 
Contributions paid to JRS subsequent to the 

measurement date - FY 2020 contributions 1,988 — 

Totals $ 5,690 $ 1,450 


Amounts reported as deferred outflows of resources related to pensions resulting from the employer’s contributions 
made subsequent to the June 30, 2019 measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ended June 30, 2021. 


Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will 
be recognized in pension expense as follows: 


(in thousands) 


Amount recognized in Pension 
Expense as an increase or 


Year ended June 30: (decrease) to Pension Expense 


2021 $ 1,577 
2022 (591) 
2023 859 
2024 407 


Highway Patrol Officers’ Retirement System — The HPORS, administered by the MPERA, is a single-employer 
defined benefit plan established on July 1, 1945, and governed by Title 19, chapters 2 & 6, MCA. This plan provides 
retirement benefits to all members of the Montana Highway Patrol, including supervisory personnel. Benefits are 
established by state law and can only be amended by the Legislature. The HPORS provides retirement, disability, 
and death benefits to plan members and their statutory beneficiaries. Benefits are based on eligibility, years of 
service, and highest average compensation. Member rights for death and disability are vested immediately. All other 
member rights are vested after 5 or 10 years of service. 


Section 19-6-709, MCA provides eligible members retired prior to July 1, 1991, or their survivors, an annual 
supplemental lump-sum payment distributed each September. This lump-sum payment is funded by a statutory 
appropriation requested by the PERB from the General Fund. Factors impacting eligibility include the number of 
years the recipient has received a service retirement or disability benefit, the recipient’s age, and whether the 
recipient is employed in a position covered by a retirement system under Title 19, MCA. 


Deferred Retirement Option Plan (DROP) 

Beginning October 1, 2015, eligible members of HPORS can participate in the DROP by filing a one-time 
irrevocable election with the PERB. The DROP is governed by Title 19, Chapter 6, Part 10, MCA. A member must 
have completed at least twenty years of membership service to be eligible. They may elect to participate in the 
DROP for a minimum of one month and a maximum of 60 months and may only participate in the DROP once. A 
participant remains a member of the HPORS, but will not receive membership service or service credit in the system 
for the duration of the member’s DROP period. During participation in the DROP, all mandatory employer 
contributions continue to the retirement system; mandatory employee contributions are deposited to the member's 
DROP account. A monthly benefit is calculated based on salary and years of service to date as of the beginning of 
the DROP period. The monthly benefit is paid into the member’s DROP account until the end of the DROP period. 
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At the end of the DROP period, the participant may receive the balance of the DROP account in a lump-sum 
payment or in a direct rollover to another eligible plan, as allowed by the IRS. If the participant continues 
employment after the DROP period ends, they will again accrue membership service and service credit. The DROP 
account cannot be distributed until employment is formally terminated. As of June 30, 2020, the balance held by 
MPERA for HPORS DROP participants was approximately $3.8 million. 


Summary of Benefits 
Member’s highest average compensation (HAC) 
Hired prior to July 1, 2013 — HAC during any consecutive 36 months; 
Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of a 
member’s HAC. 


Eligibility for benefit 
20 years of membership service, regardless of age. 


Early Retirement 
Hired prior to July 1, 2013 —5 years of membership service, actuarially reduced from age 60. 
Hired on or after July 1, 2013 — 10 years of membership service, actuarially reduced from age 60. 


Second Retirement (applies to retirement system members who return on or after July 1, 2017, to 
active service covered by the system from which they retired): 
a. If the member works more than 480 hours in a calendar year and accumulates less than 
5 years of service credit before terminating again, the member: 


. is not awarded service credit for the period of reemployment; 

. is refunded the accumulated contributions associated with the period of 
reemployment; 

. starting the first month following termination of service receives the 
same retirement benefit previously paid to the member; and 

. does not accrue post-retirement benefit adjustments during the term of 


reemployment but receives a GABA in January immediately following 
the second retirement. 
b. If the member works more than 480 hours in a calendar year and accumulates at least 5 
years of service credit before terminating again, the member: 


. is awarded service credit for the period of reemployment; 
. starting the first month following termination of service, receives: 
° the same retirement benefit previously paid to the member; 
and 


° a second retirement benefit for the period of reemployment 
calculated based on the laws in effect as of the member's 
rehire date; and 

. does not accrue post-retirement benefit adjustments during the term of 
reemployment but receive a GABA: 

° on the initial retirement benefit starting January immediately 
following second retirement; and 

° on the second retirement benefit starting in January after 
receiving that benefit for at least 12 months 

c. A member who returns to covered service is not eligible for a disability benefit. 


Vesting 
Hired prior to July 1, 2013 —5 years of membership service. 
Hired on or after July 1, 2013 — 10 years of membership service. 


Monthly benefit formula 
Retire prior to July 1, 2013 — 2.5% of HAC per year of service credit. 
Retire on or after July 1, 2013 — 2.6% of HAC per year of service credit. 


Guaranteed Annual Benefit Adjustment (GABA) 
Hired on or after July 1, 1997, or those electing GABA — after the member has completed 12 full 
months of retirement, the member’s benefit increases by a maximum of 3.0% each January, inclusive 
of all other adjustments to the member’s benefit. 


Hired on or after July 1, 2013 — after the member has completed 36 full months of retirement, the 
member’s benefit increase by a maximum of 1.5% each January, inclusive of all other adjustments to 
the member’s benefit. 


Minimum Monthly Benefit (non-GABA) 

If hired prior to July 1, 1997, and member did not elect GABA — the minimum monthly benefit is 
equal to 2% of the service credit multiplied by the current base compensation of a probationary 
highway patrol officer. Any annual increase is limited to 5.0% over the current benefit and may not 
exceed 60% of the current base salary of a probationary officer. 


Contributions to the Plan 
Rates are specified by state law for periodic employee and employer contributions. The Legislature has the authority 
to establish and amend contribution rates to the plan. 


Member contributions to the system — Contributions are deducted from each member’s salary and 
remitted by participating employer. 

Hired prior to July 1, 1997, and not electing GABA — Plan members are required to contribute 
13.00%. 

Hired after June 30, 1997, and electing GABA — Plan members are required to contribute 13.05%. 


Employer contributions to the system — As the employer, the State is required to contribute 38.33% of 
a member’s compensation. The first 28.15% is payable from the same sources used to pay a 
member’s compensation. The remaining amount, equal to 10.18%, is payable from the General Fund 
through a statutory appropriation. 


Actuarial Assumptions 

The total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of 
June 30, 2018, with update procedures used to roll forward the total pension liability to June 30, 2019. The actuarial 
assumptions used in the June 30, 2019, valuation were based on the results of the last actuarial experience study, 
dated May 2017 for the six-year period ended June 30, 2016. There were several significant assumptions and other 
inputs used to measure the total pension liability. Among those assumptions were the following: 


¢ Investment Return 7.65% 
« Administrative Expense as a% of Payroll 0.27% 
* General Wage Growth 3.50% 
« — Inflation at 2.75% 
* Merit Increases 0 to 6.30% 


* Postretirement Benefit Increases — After the member has completed 12 full months of retirement, the 
member’s benefit increases by the applicable percentage each January, inclusive of other adjustments to the 
member’s benefit: 

° If electing GABA or hired on or after July 1, 1997 — 3.00% 

° Hired on or after July 1, 2013 — 1.50% 

° Minimum Benefit Adjustment — Limited to 5% over the current benefit and may not 
exceed 60% of a newly confirmed officer 

* Mortality assumptions among contributing members, terminated vested members, service retired members 
and beneficiaries are based on RP-2000 Combined Employee and Annuitant Mortality Tables projected to 
2020 using Scale BB, set back one year for males. 

* Mortality assumptions among Disabled Retirees are based on RP-2000 Combined Employee and Annuitant 
Mortality Tables. 
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Discount Rate 

The discount rate used to measure the total pension asset was 7.65%. The projection of cash flows used to determine 
the discount rate assumed that contributions from participating plan members and employers will be made based on 
the PERB’s funding policy, which establishes the contractually required rates under MCA. The State contributes 
10.18% of salaries paid by employers, however, this is considered an employer contribution since HPORS is a 
single-employer plan and the State is the only employer. Based on those assumptions, the HPORS’s fiduciary net 
position was projected to be adequate to make all the projected future benefit payments of current plan members 
through the year 2129. Therefore, the long-term expected rate of return on pension plan investments was applied to 
all periods of projected benefit payments to determine the total pension liability. A municipal bond rate was not 
incorporated in the discount rate. 


Target Allocations 

The long-term expected return on pension plan assets is reviewed as part of the regular experience study prepared 
for the HPORS. The most recent analysis, performed for the six-year period ended June 30, 2016, is outlined in a 
report dated May 2017, and can be located on the MPERA website. The long-term expected rate of return on 
pension plan investments was determined by considering information from various sources, including historical rates 
of return, rate of return assumptions adopted by similar public pension systems, and by using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan 
investment and inflation) are developed for each major asset class. These ranges were combined to produce the 
long-term expected rate of return by weighing the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation. Best estimates of the arithmetic real rates of return for each major 
asset class included in the HPORS’s target asset allocation as of June 30, 2019, is summarized in the table that 
follows: 


Target Asset Long-term Expected 


Asset Class Allocation Real Rate of Return 
Cash Equivalents 3.00% 4.09% 
Domestic Equity 36.00% 6.05% 
Foreign Equity 18.00% 7.01% 
Fixed Income 23.00% 2.17% 
Private Equity 12.00% 10.53% 
Real Estate 8.00% 5.65% 
Total 100.00% 


Sensitivity Analysis 

In accordance with GASB 68 regarding the disclosure of the sensitivity of the net pension liability to changes in the 
discount rate, the table below presents the net pension liability calculated using the discount rate of 7.65%, as well as 
what the net pension liability would be if it were calculated using a discount rate that is 1.00% lower (6.65%) or 
1.00% higher (8.65%) than the current rate. 


(in thousands) 


1.0% Decrease Current 1.0% Increase 
(6.65%) Discount Rate (8.65%) 
HPORS net pension liability $ 117,532 $ 84,950 $ 58,614 


Net Pension Liability 

In accordance with GASB 68, the employer is required to recognize and report certain amounts associated with its 
participation in the HPORS. GASB 68 became effective June 30, 2015, and includes requirements for participant to 
record and report its net pension liability (NPL), pension expense, deferred inflows or resources, and deferred 
outflows of resources associated with pensions. 


(dollars presented in thousands) 


Net Pension Liability Net Pension Liability 
as of 6/30/18 as of 6/30/19 Percent of NPL 


Employer's proportionate share $ 78,382 $ 84,950 100% 


At June 30, 2020, the employer reported a liability of $85.0 million for its proportionate share of the net pension 
liability. The net pension liability was measured as of June 30, 2019, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of June 30, 2018, with update procedures used 
to roll forward the total pension liability to June 30, 2019. The employer’s proportion of the net pension liability was 
based on the employer’s contributions received by HPORS during the measurement period July 1, 2018, through 
June 30, 2019, relative to the total employer contributions received from all of the HPORS participating employers. 


Changes in actuarial assumptions and methods: There were no changes in assumptions or other 
inputs that affected the measurement of the total pension liability. 


Changes in benefit terms: There have been no changes in benefit terms since the previous 
measurement date. 


Changes in proportionate share: There were no changes between the measurement date of the net 
pension liability and the employer’s reporting date that are expected to have a significant effect on 
the employer’s proportionate share of the net pension liability. 


Other Items Related to and Changes in Net Pension Liability 


(in thousands) 


Total Pension Plan Fiduciary Net Pension 
Liability Net Position Liability 

Balances at 6/30/2018 $ 227,581 $ 149,199 $ 78,382 
Service costs 3,453 _— 3,453 
Interest 16,926 _ 16,926 
Difference expected and actual experience 2,413 _ 2,413 
Contributions — employer _ 5,845 (5,845) 
Contributions — non-employer (State) — 233 (233) 
Contributions — member _— 2,002 (2,002) 
Net investment income — 8,269 (8,269) 
Refund of contributions (582) (582) — 
Benefit payments (12,063) (12,063) — 
Administrative expense _— (127) 127 
Other changes _— 2 (2) 
Net changes 10,147 3,579 6,568 

Balances at 6/30/2019 $ 237,728 $ 152,778 $ 84,950 


Pension Expense 
At June 30, 2020, the employer recognized pension expense of $12.1 million for the HPORS. 


Deferred Outflows and Inflows 


At June 30, 2020, the employer recognized a beginning deferred outflow of resources for fiscal year 2019 
contributions of $6.1 million. 


As of the fiscal year ended June 30, 2020, remaining deferred outflows of resources and deferred inflows of 
resources related to the HPORS are from the following sources: 
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(in thousands) 
Deferred Outflows Deferred Inflows of 


of Resources Resources 
Difference between expected and actual experience $ 2,798 $ = 
Changes of assumptions 1.973 = 
Net difference between projected and actual 
earnings on pension plan investments 733 —_— 
Contributions paid to HPORS subsequent to the 
measurement date — FY 2020 contributions 6,209 — 
Totals $ 11,713 $ — 


Amounts reported as deferred outflows of resources related to pensions resulting from the employer’s contributions 
made subsequent to the June 30, 2019, measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ended June 30, 2021. 


Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will 
be recognized in pension expense as follows: 


(in thousands) 
Amount recognized in Pension 
Lyoko ade Expense as an increase or 
. (decrease) to Pension Expense 
2021 $ 4,087 
2022 (38) 
2023 862 
2024 593 


Game Wardens’ & Peace Officers’ Retirement System — The GWPORS, administered by the MPERA, is a multi- 
employer, cost-sharing defined benefit plan established in 1963, and governed by Title 19, chapters 2 & 8, MCA. 
This plan provides retirement benefits to all persons employed as a game warden, warden supervisory personnel, or 
state peace officer. Benefits are established by state law and can only be amended by the Legislature. The GWPORS 
provides retirement, disability, and death benefits to plan members and their beneficiaries. Benefits are based on 
eligibility, years of service, and highest average compensation. 


The State of Montana and its discretely presented component units are the only employers who participate in the 
GWPORS. Therefore, while the plan is considered to be a multi-employer, cost-sharing defined benefit plan for 
actuarial valuation purposes, in accordance with GASB 68, the plan is treated as if it were a single-employer defined 
benefit pension plan type for financial reporting. 


Summary of Benefits 
Member’s highest average compensation (HAC) 
Hired prior to July 1, 2011 — highest average compensation during any consecutive 36 months; 
Hired on or after July 1, 2011 — highest average compensation during any consecutive 60 months; 
Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of a 
member’s HAC. 


Eligibility for benefit 
Service Retirement 
Age 50, 20 years of membership service. 


Early Retirement (reduced benefit) 
Age 55, vested members who terminate employment prior to 20 years of membership service. 


Vesting 
5 years of membership service. 


Monthly benefit formula 
2.5% of HAC per year of service credit. 


Guaranteed Annual Benefit Adjustment (GABA) 
After the member has completed 12 full months of retirement, the member’s benefit increases by the 
applicable percentage (provided below) each January, inclusive of all other adjustments to the 
member’s benefit: 

° 3.0% for members hired prior to July 1, 2007 


° 1.5% for members hired on or after July 1, 2007 


Contributions to the Plan 
Rates are specified by state law for periodic employee and employer contributions. The Legislature has the authority 
to establish and amend contribution rates to the plan. 


Member contributions to the system — Contributions are deducted from each member’s salary and 
remitted by participating employers. Plan members are required to contribute 10.56% of member’s 
compensation. 


Employer contributions to the system — State agency and university employers are required to 
contribute 9.0% of a member’s compensation. 


Actuarial Assumptions 

The total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of 
June 30, 2018, with update procedures used to roll forward the total pension liability to June 30, 2019. The actuarial 
assumptions used in the June 30, 2019, valuation were based on the results of the last actuarial experience study, 
dated May 2017 for the six-year period ended June 30, 2016. There were several significant assumptions and other 
inputs used to measure the total pension liability. Among those assumptions were the following: 


¢ Investment Return 7.65% 
« Admin Expense asa% of payroll 0.23% 
* General Wage Growth 3.50% 
¢ Inflation at 2.75% 
¢ Merit Increases 0% to 6.30% 


¢  Postretirement Benefit Increases — After the member has completed 12 full months of retirement, the 
member’s benefit increases by the applicable percentage each January, inclusive of other adjustments to the 
member’s benefit: 
° 3.00% for members hired prior to July 1, 2007 
° 1.50% for members hired on or after July 1, 2007 
¢ Mortality assumptions among contributing members, terminated vested members, service retired members 
and beneficiaries are based on RP-2000 Combined Employee and Annuitant Mortality Tables projected to 
2020 using Scale BB, set back one year for males. 
* Mortality assumptions among Disabled Retirees are based on RP-2000 Combined Employee and Annuitant 
Mortality Tables. 


Discount Rate 

The discount rate used to measure the total pension asset was 7.65%. The projection of cash flows used to determine 
the discount rate assumed that contributions from participating plan members and employers will be made based on 
the PERB’s funding policy, which establishes the contractually required rates under MCA. Based on those 
assumptions, the GWPORS’s fiduciary net position was projected to be adequate to make all the projected future 
benefit payments of current plan members through the year 2119. Therefore, the long-term expected rate of return 
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on pension plan investments was applied to all periods of projected benefit payments to determine the total pension 
liability. A municipal bond rate was not incorporated in the discount rate. 


Target Allocations 

The long-term expected return on pension plan assets is reviewed as part of the regular experience study prepared 
for the GWPORS. The most recent analysis, performed for the six-year period ended June 30, 2016, is outlined in a 
report dated May 2017, and can be located on the MPERA website. The long-term expected rate of return on 
pension plan investments was determined by considering information from various sources, including historical rates 
of return, rate of return assumptions adopted by similar public pension systems, and by using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan 
investment and inflation) are developed for each major asset class. These ranges were combined to produce the 
long-term expected rate of return by weighing the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation. Best estimates of the arithmetic real rates of return for each major 
asset class included in the GWPORS’s target asset allocation as of June 30, 2019, is summarized in the table that 
follows: 


Target Asset Long-term Expected 


Asset Class Allocation Real Rate of Return 
Cash Equivalents 3.00% 4.09% 
Domestic Equity 36.00% 6.05% 
Foreign Equity 18.00% 7.01% 
Fixed Income 23.00% 2.17% 
Private Equity 12.00% 10.53% 
Real Estate 8.00% 5.65% 


Total 100.00% 


Sensitivity Analysis 

In accordance with GASB 68 regarding the disclosure of the sensitivity of the net pension liability to changes in the 
discount rate, the table below presents the net pension liability calculated using the discount rate of 7.65%, as well as 
what the net pension liability would be if it were calculated using a discount rate that is 1.00% lower (6.65%) or 
1.00% higher (8.65%) than the current rate. 


(in thousands) 


1.0% Decrease Current 1.0% Increase 
(6.65%) Discount Rate (8.65%) 

Primary government employer GWPORS net pension 

liability $ 73,739 $ 38,635 $ 9,965 
Discretely presented component units employer 

GWPORS net pension liability 3,875 2,030 524 

Total employer GWPORS net pension liability $ 77,614 $ 40,665 $ 10,489 

Net Pension Liability 


In accordance with GASB 68, employers are required to recognize and report certain amounts associated with their 
participation in the GWPORS. Statement 68 became effective June 30, 2015, and includes requirements for 
participants to record and report their proportionate share of the collective net pension liability (NPL), pension 
expense, deferred inflows of resources and deferred outflows of resources associated with pensions. 


(dollars presented in thousands) 


Net Pension Net Pension 
Liability Liability Percent of 
as of 6/30/18 as of 6/30/19 Collective NPL 
Primary government employer proportionate share $ 38,851 § 38,635 95.007027 % 
Discretely presented component units employer 2.096 2.030 


proportionate share 4.992973 % 
Total employer GWPORS proportionate share $ 40,947 $ 40,665 100 % 


At June 30, 2020, the employer reported a total liability of $40.7 million for its proportionate share of the net 
pension liability. The net pension liability was measured as of June 30, 2019, and the total pension liability used to 
calculate the net pension liability was determined by an actuarial valuation as of June 30, 2018, with update 
procedures used to roll forward the total pension liability to June 30, 2019. The employer’s proportion of the net 
pension liability was based on the employer’s contributions received by GWPORS during the measurement period 
July 1, 2018, through June 30, 2019, relative to the total employer contributions received from all of GWPORS 
participating employers. 


Changes in actuarial assumptions and methods: There were no changes in assumptions or other inputs that 
affected the measurement of the total pension liability. 


Changes in benefit terms: There have been no changes in benefit terms since the previous measurement 
date. 


Changes in proportionate share: Between the measurement date of the collective net pension liability and 
the employer’s reporting date, there were no changes in proportion that are expected to have a significant 
effect on the employer’s proportionate share of the collective net pension liability. 


Other Items Related to and Changes in Net Pension Liability 
The State, as the primary government employer, has the following balances and changes related to the GWPORS’s 
Net Pension Liability: 


(in thousands) 


Total Pension Plan Fiduciary Net Pension 
Liability Net Position Liability 
Balances at 6/30/2018 $ 222,467 $ 183,616 $ 38,851 
Service costs 7,604 — 7,604 
Interest 16,738 _— 16,738 
Difference between expected 
and actual experience (4,492) _— (4,492) 
Contributions - employer _— 4,452 (4,452) 
Contributions — member — 5,288 (5,288) 
Net investment income _ 10,569 (10,569) 
Refunds of contributions (951) (951) —_— 
Benefit payments (6,983) (6,983) — 
Administrative expense _— (192) 192 
Other changes 296 245 54 
Net changes 12,212 12,428 (216) 
Balances at 6/30/2019 $ 234,679 $ 196,044 $ 38,635 


The Changes in Net Pension Liability table is only provided at the system level. The ending balances and the 
components of the changes are derived from the primary government's proportionate share of the total plan 
balances and the discretely presented component unit's proportionate share of the total plan balances. Due to 
the change in proportionate share in each year, the other changes line item includes the difference between the 
proportionate share of the balances and the preliminary calculated balances. 
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The State’s discretely presented component units, as employers, have the following balances and changes related to 
the GWPORS’s Net Pension Liability: 


(in thousands) 


Total Pension Plan Fiduciary Net Pension 
Liability Net Position Liability 
Balances at 6/30/2018 $ 12,003 $ 9,907 $ 2,096 
Service costs 400 — 400 
Interest 880 _ 880 
cr ae 38) - 238 
Contributions - employer _ 234 (234) 
Contributions - member _— 278 (278) 
Net investment income _ 556 (556) 
Refunds of contributions (50) (50) _ 
Benefit payments (367) (367) — 
Administrative expense — (10) 10 
Other changes "” (296) (244) (52) 
Net changes 331 397 (66) 
Balances at 6/30/2019 $ 12,334 $ 10,304 $ 2,030 


The Changes in Net Pension Liability table is only provided at the system level. The ending balances and the 
components of the changes are derived from the primary government's proportionate share of the total plan 
balances and the discretely presented component unit's proportionate share of the total plan balances. Due to 
the change in proportionate share in each year, the other changes line item includes the difference between the 
proportionate share of the balances and the preliminary calculated balances. 


Pension Expense 
At June 30, 2020, the employer recognized a total pension expense of $9.5 million for its proportionate share of the 


GWPORS pension expense: $9.1 million related to the primary government and $441.3 thousand related to 
component units. 


Deferred Outflows and Inflows 


At June 30, 2020, the State, as a primary government employer, recognized a beginning deferred outflow of 
resources for fiscal year 2019 contributions of $4.4 million. 


As of the fiscal year ended June 30, 2020, remaining deferred outflows of resources and deferred inflows of 
resources for the primary government, as an employer, related to the GWPORS are from the following sources: 


(in thousands) 
Deferred Outflows Deferred Inflows of 


of Resources Resources 

Difference between expected and actual experience + $ 5,203 $ 3,593 
Net difference between projected and actual 820 

earnings on pension plan investments ~~ 
Changes in assumptions 2,233 = 
Changes in proportion and differences between 

employer contributions and proportionate share 221 136 

of contributions 
Contributions paid to GWPORS subsequent to the 4.599 

measurement date — FY 2020 contributions } ~ 

Totals $ 13,076 $ 3,729 


Amounts reported as deferred outflows of resources related to pensions resulting from the employer’s contributions 
made subsequent to the June 30, 2019, measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ended June 30, 2021. 


Other amounts reported as deferred inflows of resources related to pensions will be recognized in pension expense 
as follows: 


(in thousands) 


Amount recognized in Pension 
Expense as an increase or 


Year ended June 30: (decrease) to Pension Expense 

2021 $ 3,095 
2022 1,487 
2023 345 
2024 (179) 


The State’s discretely presented component units, as employers, recognized a beginning deferred outflow of 
resources for fiscal year 2019 contributions of $225.2 thousand. 


As of the fiscal year ended June 30, 2020, remaining deferred outflows of resources and deferred inflows of 
resources for the State’s discretely presented component units, as employers, related to the GWPORS are from the 
following sources: 


(in thousands) 


Deferred Outflows Deferred Inflows 
of Resources of Resources 


Difference between expected and actual experience $ 273 $ 189 


Net difference between projected and actual 43 
earnings on pension plan investments 


Changes in assumptions 


118 — 


Changes in proportion and differences between 
employer contributions and proportionate share _— 85 
of contributions 

Contributions paid to GWPORS subsequent to the 
measurement date — FY 2020 contributions 


Totals $ 


238 _ 
672 $ 274 


Amounts reported as deferred outflows of resources related to pensions resulting from the employer’s contributions 
made subsequent to the June 30, 2019, measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ended June 30, 2021. 


Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will 
be recognized in pension expense as follows: 


(in thousands) 


Amount recognized in Pension 
Expense as an increase or 


Year ended June 30: (decrease) to Pension Expense 


2021 $ 128 
2022 43 
2023 6 
2024 (17) 


(2) State as an Employer and/or a Nonemployer Contributing Entity to Cost-Sharing Multiple-Employer 
Plans 


Public Employees’ Retirement System - Defined Benefit Retirement Plan — The PERS-DBRP, administered by 
the MPERA, is a multiple-employer, cost-sharing plan established July 1, 1945, and governed by Title 19, Chapters 
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2 & 3, MCA. This plan covers employees of the State and local governments, and certain employees of the Montana 
University System and school districts. 


All new members are initially members of the PERS-DBRP and have a 12-month window during which they may 
choose to remain in the PERS-DBRP or join the Public Employees’ Retirement System-Defined Contribution 
Retirement Plan (PERS-DCRP) by filing an irrevocable election. Members may not be participants of both the 
defined contribution and defined benefit retirement plans. All new members from the universities also have a third 
option to join the university system’s Montana University System-Retirement Program (MUS-RP). 


The PERS-DBRP provides retirement, disability, and death benefits to plan members and their beneficiaries. 
Benefits are established by state law and can only be amended by the Legislature. Benefits are based on eligibility, 
years of service, and highest average compensation. 


Summary of Benefits 
Member’s highest average compensation (HAC) 
Hired prior to July 1, 2011 — HAC during any consecutive 36 months; 
Hired on or after July 1, 2011 —HAC during any consecutive 60 months; 
Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of a 
member’s HAC. 


Eligibility for benefit 
Service retirement: 
Hired prior to July 1, 2011 — 
Age 60, 5 years of membership service; 
Age 65, regardless of membership service; or 
Any age, 30 years of membership service. 


Hired on or after July 1, 2011 - 
Age 65, 5 years of membership service; 
Age 70, regardless of membership service. 


Early retirement, actuarially reduced: 
Hired prior to July 1, 2011 - 
Age 50, 5 years of membership service; or 
Any age, 25 years of membership service. 
Hired on or after July 1, 2011 — Age 55, 5 years of membership service. 


Second retirement (all require retuning to PERS-covered employment or PERS service): 
Retire before January 1, 2016, and accumulate less than 2 years’ additional service credit or 
retire on or after January 1, 2016, and accumulate less than 5 years’ additional service credit: 
« A refund of member’s contributions from second employment plus regular interest 


(0.77%); 
* No service credit for second employment; 
¢ Start the same benefit amount the month following termination; and 
¢ GABA starts again in the January immediately following second retirement 


Retire before January 1, 2016, and accumulate at least 2 years of additional service credit: 
¢ A recalculated retirement benefit based on laws in effect at second retirement; and 


« GABA starts the January after receiving recalculated benefit for 12 months 


Retire on or after January 1, 2016, and accumulate 5 or more years of additional service 
credit: 
¢ The same retirement benefit as prior to their return to service; 
« A second retirement benefit for second period of service based on laws in effect at 
second retirement; 
* GABA starts on both benefits in the January after receiving the original and new 
benefit for 12 months 


Vesting 
5 years of membership service 


Monthly benefit formula 

Members hired prior to July 1, 2011 — 
Less than 25 years of membership service: 1.785% of HAC per year of service credit; 
25 years of membership service or more: 2% of HAC per year of service credit. 


Members hired on or after July 1, 2011 — 
Less than 10 years of membership service: 1.5% of HAC per year of service credit; 
10 years or more, but less than 30 years of membership service: 1.785% of HAC per year of 
service credit; 
30 years or more of membership service: 2% of HAC per year of service credit. 


Guaranteed Annual Benefit Adjustment (GABA) — After the member has completed 12 full months of 
retirement, the member’s benefit increases by the applicable percentage (provided below) each 
January, inclusive of other adjustments to the member’s benefit: 
° 3.0% for members hired prior to July 1, 2007 
° 1.5% for members hired between July 1, 2007 and June 30, 2013 
° Members hired on or after July 1, 2013 
°, 1.5% for each year PERS is funded at or above 90%; 
°, 1.5% is reduced by 0.1% for each 2% PERS is funded below 90%; and, 
°, 0% whenever the amortization period for PERS is 40 years or more. 


Contributions to the Plan 
Rates are specified by state law for periodic employee, employer, and nonemployer entity contributions. The 
Legislature has the authority to establish and amend contribution rates to the plan. 


Member contributions to the system: Contributions are deducted from each member’s salary and 
remitted by participating Employers. Plan members are required to contribute 7.90% of member’s 
compensation. The 7.90% member contribution rate is temporary and will be decreased to 6.9% on 
January | following actuary valuation results that show the amortization period has dropped below 
25 years and would remain below 25 years following the reduction of both the additional Employer 
and additional member contribution rates. 


Employer contributions to the system 

State and University System employers are required to contribute 8.77% of member compensation. 
Local government entities are required to contribution 8.67% of member compensation. 

School district employers contributed 8.40% of member compensation. 


Per the 2013 Legislative Session’s House Bill 454, section 4, effective July 1, 2013, PERS employer 
contributions temporarily increased 1%. Beginning July 1, 2014, employer contributions will 
increase an additional 0.1% a year over 10 years, through 2024. The Employer additional 
contributions, including the 0.27% added in 2007 and 2009, terminates on January | following 
actuary valuation results that show the amortization period of the PERS-DBRP has dropped below 25 
years and would remain below 25 years following the reductions of both the additional employer and 
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member contributions rates. As of January 1, 2020, the additional contributions will not be 
terminated. 


Effective July 1, 2013, employers are required to make contributions on working retirees’ 
compensation. Member contributions for working retirees are not required. 


The portion of employer contributions allocated to the Plan Choice Rate (PCR) are included in the 
employer's reporting. The PCR was paid off effective March 2016 and the contributions previously 
directed to the PCR are now directed to member accounts. 


Non-Employer Entity Contributions 

Special Funding 
The State contributes 0.1% of member compensation on behalf of local government entities. 
The State contributes 0.37% of member compensation on behalf of school district entities. 
The State contributes a Statutory Appropriation from the General Fund. Funding provided for 
the year ended June 30, 2020, totaled $33.6 million. 


Actuarial Assumptions 

The total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of 
June 30, 2018, with update procedures used to roll forward the total pension liability to June 30, 2019. There were 
several significant assumptions and other inputs used to measure the total pension liability. The actuarial 
assumptions used in the June 30, 2019, valuation were based on the results of the last actuarial experience study, 
dated May 2017 for the six-year period ended June 30, 2016. Among those assumptions were the following: 


¢« Investment Return 7.65% 
¢« Admin Expense as a % of Payroll 0.26% 
* General Wage Growth 3.50% 
¢ Inflation at 2.75% 
¢ Merit Increases 0 to 4.8% 


¢ Postretirement Benefit Increases — After the member has completed 12 full months of retirement, the 
member’s benefit increases by the applicable percentage each January, inclusive of all other adjustments to 
the member’s benefit: 
° 3.00% for members hired prior to July 1, 2007 
° 1.50% for members hired between July 1, 2007 and June 30, 2013 
° Members hired on or after July 1, 2013: 
1.50% for each year PERS is funded at or above 90% 
1.50% is reduced by 0.1% for each 2% PERS is funded below 90%; and 
0% whenever the amortization period for PERS is 40 years or more 
¢ Mortality assumptions among contributing members, terminated vested members, service retired members 
and beneficiaries are based on RP-2000 Combined Employee and Annuitant Mortality Tables projected to 
2020 using Scale BB, set back one year for males. 
¢ Mortality assumptions among Disabled Retirees are based on RP-2000 Combined Employee and Annuitant 


Mortality Tables. 


Discount Rate 

The discount rate used to measure the total pension liability was 7.65%. The projection of cash flows used to 
determine the discount rate assumed that contributions from participating plan members, employers, and 
nonemployer contributing entities will be made based on the PERB’s funding policy, which establishes the 
contractually required rates under MCA. The State contributes 0.1% of salaries for local governments and 0.37% for 
school districts. In addition, the State contributes a Statutory Appropriation from the General Fund. Based on those 
assumptions, the PERS-DBRP’s fiduciary net position was projected to be adequate to make all the projected future 
benefit payments of current plan members through the year 2122. Therefore, the long-term expected rate of return 


on pension plan investments was applied to all periods of projected benefit payments to determine the total pension 
liability. A municipal bond rate was not incorporated in the discount rate. 


Target Allocations 

The long-term expected return on pension plan assets is reviewed as part of the regular experience study prepared 
for the PERS-DBRP. The most recent analysis, performed for the six-year period ended June 30, 2016, is outlined 
in a report dated May 2017, and can be located on the MPERA website. The long-term expected rate of return on 
pension plan investments was determined by considering information from various sources, including historical rates 
of return, rate of return assumptions adopted by similar public pension systems, and by using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan 
investment and inflation) are developed for each major asset class. These ranges were combined to produce the 
long-term expected rate of return by weighing the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation. Best estimates of the arithmetic real rates of return for each major 
asset class included in the PERS-DBRP’s target asset allocation as of June 30, 2019, is summarized in the table that 
follows: 


Target Asset Long-term Expected 


Asset Class Allocation Real Rate of Return 
Cash Equivalents 3.00% 4.09% 
Domestic Equity 36.00% 6.05% 
Foreign Equity 18.00% 7.01% 
Fixed Income 23.00% 2.17% 
Private Equity 12.00% 10.53% 
Real Estate 8.00% 5.65% 
Total 100.00% 


Sensitivity Analysis 

In accordance with GASB 68 regarding the disclosure of the sensitivity of the net pension liability (NPL) to changes 
in the discount rate, the table below presents the net pension liability calculated using the discount rate of 7.65%, as 
well as what the net pension liability would be if it were calculated using a discount rate that is 1.00% lower (6.65%) 
or 1.00% higher (8.65%) than the current rate. 


(in thousands) 


1.0% Decrease Current 1.0% Increase 
(6.65%) Discount Rate (8.65%) 
State as an employer in PERS-DBRP — net 
pension liability $ 1,175,466 $ 818,162 $ 517,893 
State as a nonemployer contributing entity to 733.123 510.277 323.003 


PERS-DBRP -— net pension liability 


Net Pension Liability 

In accordance with GASB 68, employers and the nonemployer contributing entities are required to recognize and 
report certain amounts associated with their participation in the PERS-DBRP. GASB 68 became effective June 30, 
2015, and includes requirements for participants to record and report their proportionate share of the collective net 
pension liability, pension expense, deferred inflows of resources and deferred outflows of resources associated with 
pensions. The proportionate shares were determined based on contributions made to the plan by employers and the 
nonemployer contributing entity special funding. 


In accordance with GASB 68, the PERS-DBRP has a special funding situation where the State is legally responsible 
for making contributions directly to the PERS-DBRP on behalf of the employers. Due to the existence of this special 
funding situation, the State is required to report a proportionate share of a local government or school district’s 
collective net pension liability that is associated with the non-State employer. 
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(dollars presented in thousands) 


Net Pension Net Pension 
Liability as of Liability as of Percent of 
6/30/18 6/30/19 Collective NPL 
State's proportionate share as an employer entity $ 825,387 $ 818,162 39.140686 % 
State's proportionate share as a nonemployer 
contributing entity 520,058 510,277 24.411533 % 
State of Montana totals $ 1,345,445 $ 1,328,439 63.552219 % 


At June 30, 2020, the State reported a liability of $1.3 billion for its proportionate share of the net pension liability as 
an employer and nonemployer contributing entity. The net pension liability was measured as of June 30, 2019, and 
the total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of 
June 30, 2018, with update procedures used to roll forward the total pension liability to June 30, 2019. The 
proportion of the net pension liability is based on the employer’s and nonemployer's special funding contributions 
received by the PERS-DBRP during the measurement period of July 1, 2018, through June 30, 2019, relative to the 
total employer and nonemployer special funding contributions received from all PERS-DBRP participating 
employers. 


Changes in actuarial assumptions and methods: There were no changes in assumptions or other 
inputs that affected the measurement of the total pension liability. 


Changes in benefit terms: There have been no changes in benefit terms since the previous 
measurement date. 


Changes in proportionate share: Between the measurement date of the collective net pension liability 
and the employer’s reporting date there were no changes in proportion that would have an effect on 
the employer’s proportionate share of the collective net pension liability. 


Employer Pension Expense and Nonemployer Contributing Entity Grant Expenses 

At June 30, 2020, the State as an employer recognized a pension expense of $88.0 million for its proportionate share 
of the PERS-DBRP’s pension expense. The State as a nonemployer contributing entity recognized grant expense of 
$1.0 million for special funding support provided by the General Fund for its proportionate share of the PERS- 
DBRP’s pension expense that is associated with local government and school district participants in the plan. The 
State as a nonemployer contributing entity recognized grant expense of $33.6 million for special funding support 
provided by the General Fund as a statutory appropriation for all participating employers in the plan. The State as a 
nonemployer contributing entity recognized pension expense of $142.7 million that is actuarially allocated to the 
State as a nonemployer. The total pension expense recognized by the State as a nonemployer was $177.3 million. 
Total pension-related expenses recognized by the State, both as employer and nonemployer contributing entity at 
June 30, 2020, were $265.3 million. 


Deferred Outflows and Inflows 
At June 30, 2020, the State as an employer recognized a beginning deferred outflow of resources for fiscal year 2019 
contributions of $56.2 million. 


As of the fiscal year ended June 30, 2020, the State as an employer has the following proportionate shares of the 
PERS-DBRP’s deferred outflows of resources and deferred inflows of resources from the following sources: 
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(in thousands) 
Deferred Outflows Deferred Inflows 


of Resources of Resources 
Actual versus expected experience $ 38,795 § 38,498 
Net difference between projected and actual earnings on 9.920 = 
pension plan investments : 

Change of assumptions 34,734 — 
Changes in proportion and differences between employer _ 116.912 
contributions and proportionate share of contributions ; 
Contributions paid to PERS-DBRP subsequent to the 58.504 = 

measurement date — FY 2020 contributions : 
Totals $ 141,953 $ 155,410 


Amounts reported as deferred outflows of resources related to pensions resulting from the employer’s contributions 
made subsequent to the June 30, 2019 measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ended June 30, 2021. 


Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will 
be recognized in pension expense as follows: 


(in thousands) 


Amount recognized in Pension 
Expense as an increase or 
Year ended June 30: (decrease) to Pension Expense 


2021 § (11,352) 
2022 (73,202) 
2023 3,690 
2024 8,903 


At June 30, 2020, the State as a nonemployer contributing entity recognized a beginning deferred outflow of 
resources for fiscal year 2019 contributions of $34.6 million. 


As of the fiscal year ended June 30, 2020, the State as a nonemployer contributing entity reported its proportionate 
share of the PERS-DBRP’s deferred outflows of resources and deferred inflows of resources from the following 
sources: 


(in thousands) 
Deferred Outflows Deferred Inflows of 


of Resources Resources 
Actual versus expected experience $ 24,196 $ 24,011 
Net difference between projected and actual earnings 6.187 = 
on pension plan investments ’ 
Change of assumptions 21,663 _ 
Changes in proportion and differences between 
employer contributions and proportionate share of 191,364 _— 
contributions 
Contributions paid to PERS-DBRP subsequent to the 35.008 _ 
measurement date —- FY 2020 contributions : 
Totals $ 278,418 $ 24,011 


Amounts reported as deferred outflows of resources related to pensions resulting from the nonemployer’s 
contributions made subsequent to the June 30, 2019 measurement date will be recognized as a reduction to its share 
of the net pension liability in the fiscal year ended June 30, 2021. 


B-96 


Other amounts reported as deferred inflows of resources related to pensions will be recognized in grant expense as 
follows: 


(in thousands) 


Amount recognized in Grant 
Expense as an increase or 


Year ended June 30: (decrease) to Grant Expense 

2021 $ 125,389 
2022 86,156 
2023 2,301 
2024 5,553 


Sheriffs’ Retirement System — The SRS, administered by the MPERA, is a multiple-employer, cost-sharing 
defined benefit plan established July 1, 1974, and governed by Title 19, chapters 2 & 7, MCA. This plan provides 
retirement benefits to all Department of Justice criminal and gambling investigators hired after July 1, 1993, all 
detention officers hired after July 1, 2005, and to all Montana sheriffs. Benefits are established by state law and can 
only be amended by the Legislature. The SRS provides retirement, disability, and death benefits to plan members 
and their beneficiaries. Benefits are based on eligibility, years of service, and highest average compensation. 


Summary of Benefits 


Member’s highest average compensation (HAC) 

Hired prior to July 1, 2011 — highest average compensation during any consecutive 36 months; 

Hired on or after July 1, 2011 — highest average compensation during any consecutive 60 months. 
Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of a 
member’s HAC. 


Eligibility for benefit 
Service Retirement: 20 years of membership service, regardless of age. 
Early Retirement: Age 50, 5 years of membership service, actuarially reduced. 


Second Retirement (applies to retirement system members re-employed in a SRS position on or after 
July 1, 2017): 
a. If the member works more than 480 hours in a calendar year and accumulates less than 5 
years of service credit before terminating again, the member: 


. is not awarded service credit for the period of reemployment; 

. is refunded the accumulated contributions associated with the period of 
reemployment; 

. starting the first month following termination of service receives the 
same retirement benefit previously paid to the member; and 

. does not accrue post-retirement benefit adjustments during the term of 


reemployment but receives a GABA in January immediately following 
the second retirement. 
b. If the member works more than 480 hours in a calendar year and accumulates at least 5 
years of service credit before terminating again, the member: 


. is awarded service credit for the period of reemployment; 
. starting the first month following termination of service receives: 
° the same retirement benefit previously paid to the member; 
and 


° a second retirement benefit for the period of reemployment 
calculated based on the laws in effect as of the member's 
rehire date; and 

. do not accrue post-retirement benefit adjustments during the term of 
reemployment but receive a GABA: 

° on the initial retirement benefit starting in January 
immediately following second retirement; and 


° on the second retirement benefit starting in January after 
receiving that benefit for at least 12 months 
c. A member who returns to covered service is not eligible for a disability benefit. 


Vesting 
5 years of membership service 


Monthly benefit formula 
2.5% of HAC per year of service 


Guaranteed Annual Benefit Adjustment (GABA) 
After the member has completed 12 full months of retirement, the member’s benefit increases by the 
applicable percentage (provided below) each January, inclusive of all other adjustments to the 
member’s benefit. 

° 3.0% for members hired prior to July 1, 2007 


° 1.5% for members hired on or after July 1, 2007 


Contributions to the Plan 


Rates are specified by state law for periodic employee and employer contributions and are a percentage of the 
member’s compensation. The Legislature has the authority to establish and amend contribution rates to the plan. 


Member contributions to the system — Contributions are deducted from each member’s salary and 
remitted by participating employers. Plan members are required to contribute 10.495% of member’s 
compensation. 


Employer contributions to the system — The employers are required to contribute 13.115% of member 
compensation. Employer contributions are required to be paid on working retiree compensation. 
Member contributions are not required for working retirees. 


Actuarial Assumptions 


The total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of 
June 30, 2018, with update procedures used to roll forward the total pension liability to June 30, 2019. The actuarial 
assumptions used in the June 30, 2019 valuation were based on the results of the last actuarial experience study, 
dated May 2017 for the six-year period ended June 30, 2016. There were several significant assumptions and other 
inputs used to measure the total pension liability. Among those assumptions were the following: 


Investment Return 7.65% 
Administrative Expense as a% of Payroll 0.23% 
General Wage Growth 3.50% 
Inflation at 2.75% 
Merit Increases 0.00% to 6.30% 


Postretirement Benefit Increases — After the member has completed 12 full months of retirement, the 
member’s benefit increases by the applicable percentage each January, inclusive of other adjustments to the 
member’s benefit. 

° 3.00% for members hired prior to July 1, 2007 

° 1.50% for members hired on or after July 1, 2007 
Mortality assumptions among contributing members, terminated vested members, service retired members 
and beneficiaries are based on RP-2000 Combined Employee and Annuitant Mortality Tables projected to 
2020 using Scale BB, set back one year for males. 
Mortality assumptions among Disabled Retirees are based on RP-2000 Combined Employee and Annuitant 
Mortality Tables. 
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Discount Rate 


The discount rate used to measure the total pension liability was 7.65%. The projection of cash flows used to 
determine the discount rate assumed that contributions from participating plan members, employers, and 
nonemployer contributing entities will be made based on the PERB’s funding policy, which establishes the 
contractually required rates under MCA. SRS’s fiduciary net position was projected to be adequate to make all the 
projected future benefit payments of current plan members through the year 2120. Therefore, the long-term expected 
rate of return on pension plan investments was applied to all periods of projected benefit payments to determine the 
total pension liability. A municipal bond rate was not incorporated in the discount rate. 


Target Allocations 


The long-term expected return on pension plan assets is reviewed as part of the regular experience study prepared 
for the SRS. The most recent analysis, performed for the six-year period ended June 30, 2016, is outlined in a report 
dated May 2017, and can be located on the MPERA website. The long-term expected rate of return on pension plan 
investments was determined by considering information from various sources, including historical rates of return, 
rate of return assumptions adopted by similar public pension systems, and by using a building-block method in 
which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan investment 
and inflation) are developed for each major asset class. These ranges were combined to produce the long-term 
expected rate of return by weighing the expected future real rates of return by the target asset allocation percentage 
and by adding expected inflation. Best estimates of the arithmetic real rates of return for each major asset class 
included in the SRS’s target asset allocation as of June 30, 2019, is summarized in the table that follows: 


Target Asset Long-term Expected 


Asset Class Allocation Real Rate of Return 
Cash Equivalents 3.00% 4.09% 
Domestic Equity 36.00% 6.05% 
Foreign Equity 18.00% 7.01% 
Fixed Income 23.00% 2.17% 
Private Equity 12.00% 10.53% 
Real Estate 8.00% 5.65% 


Total 100.00% 


Sensitivity Analysis 
In accordance with GASB 68 regarding the disclosure of the sensitivity of the net pension liability to changes in the 
discount rate, the table below presents the net pension liability calculated using the discount rate of 7.65%, as well as 


what the net pension liability would be if it were calculated using a discount rate that is 1.00% lower (6.65%) or 
1.00% higher (8.65%) than the current rate. 


(in thousands) 


1.0% Decrease Current 1.0% Increase 
(6.65%) Discount Rate (8.65%) 
Employer's SRS net pension liability  $ 7,216 $ 4,067 $ 1,486 


Net Pension Liability 


In accordance with GASB 68, employers are required to recognize and report certain amounts associated with their 
participation in the SRS. GASB 68 became effective June 30, 2015, and includes requirements for participants to 
record and report their proportionate share of the collective net pension liability (NPL), pension expense, deferred 
inflows of resources, and deferred outflows of resources associated with pensions. 


(dollars presented in thousands) 


Net Pension Liability Net Pension Liability Percent of 
as of 6/30/18 as of 6/30/19 Collective NPL 


Employer proportionate share  $ 3,663 $ 4,067 4.876949 % 


At June 30, 2020, the State, as an employer, reported a liability of $4.1 million for its proportionate share of net 
pension liability. The net pension liability was measured as of June 30, 2019, and the total pension liability used to 
calculate the net pension liability was determined by an actuarial valuation as of June 30, 2018, with update 
procedures used to roll forward the total pension liability to June 30, 2019. The employer’s proportion of the net 
pension liability was based on the employer’s contributions received by the SRS during the measurement period, 
July 1, 2018, through June 30, 2019, relative to the total employer contributions received from all of SRS 
participating employers. 


Changes in actuarial assumptions and methods: There were no changes in assumptions or other 
inputs that affected the measurement of the total pension liability. 


Changes in benefit terms: There have been no changes in benefit terms since the previous 
measurement date. 


Changes in proportionate share: Between the measurement date of the collective net pension liability 
and the employer’s reporting date, there were no changes in proportion that are expected to have a 
significant effect on the Employer’s proportionate share of the collective net pension liability. 


Pension Expense 
At June 30, 2020, the employer recognized a pension expense/(income) of $63.0 thousand for its proportionate share 
of the SRS pension expense/(income). 


Deferred Outflows and Inflows 


At June 30, 2020, the State as an employer recognized a beginning deferred outflow of resources for fiscal year 2019 
contributions of $513.5 thousand. 


As of the fiscal year ended June 30, 2020, the State, as an employer, reported its proportionate share of the SRS's 
deferred outflows of resources and deferred inflows of resources from the following sources: 


(in thousands) 
Deferred Outflows Deferred Inflows of 


of Resources Resources 
Difference between actual and expected experience $ 262 $ 5 
Net difference between projected and actual 79 _ 
earnings on pension plan investments 
Changes of assumptions 1,273 2,196 
Changes in proportion and differences between 
employer contributions and proportionate share — 312 
of contributions 
Contributions paid to SRS subsequent to the 530 _ 
measurement date —- FY 2020 contributions 
Totals $ 2,144 $ 2,913 


Amounts reported as deferred outflows of resources related to pensions resulting from the employer’s contributions 
made subsequent to the measurement date of June 30, 2019, will be recognized as a reduction of the net pension 
liability in the fiscal year ended June 30, 2021. 


Other amounts reported as deferred inflows of resources related to pensions will be recognized in pension expense 
as follows: 
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(in thousands) 


Amount recognized in Pension 
Expense as an increase or 


Year ended June 30: (decrease) to Pension Expense 

2021 $ (460) 
2022 (645) 
2023 109 
2024 97 


Municipal Police Officers’ Retirement System — The MPORS, administered by the MPERA, is a multiple- 
employer, cost-sharing defined benefit plan that was established in 1974 and is governed by Title 19, chapters 2 & 9, 
MCA. This plan covers all municipal police officers employed by first- and second-class cities and other cities that 
adopt the plan. Benefits are established by state law and can only be amended by the Legislature. The MPORS 
provides retirement, disability, and death benefits to plan members and their beneficiaries. Benefits are based on 
eligibility, years of service, and final average compensation. 


Deferred Retirement Option Plan (DROP) 

Beginning July 2002, eligible members of the MPORS can participate in the DROP by filing a one-time irrevocable 
election with the PERB. The DROP is governed by Title 19, Chapter 9, Part 12, MCA. A member must have 
completed at least twenty years of membership service to be eligible. They may elect to participate in the DROP for 
a minimum of one month and a maximum of 60 months and may only participate in the DROP once. A participant 
remains a member of the MPORS, but will not receive membership service or service credit in the system for the 
duration of the member’s DROP period. During participation in the DROP, all mandatory contributions continue to 
the retirement system. A monthly benefit is calculated based on salary and years of service to the date of the 
beginning of the DROP period. The monthly benefit is paid into the member’s DROP account until the end of the 
DROP period. At the end of the DROP period, the participant may receive the balance of the DROP account in a 
lump-sum payment or a direct rollover to another eligible plan, as allowed by the IRS. If the participant continues 
employment after the DROP period ends, they will again accrue membership service and service credit. The DROP 
account cannot be distributed until employment is formally terminated. As of June 30, 2020, the balance held by 
MPERA for MPORS DROP participants was approximately $10.7 million. 


The State is not an employer participant in the MPORS plan. However, because the PERB is a fiduciary component 
unit of the State, this CAFR presents certain information to help ensure compliance with GASB 67. In addition, the 
State provides nonemployer entity contributions classified as special funding in accordance with GASB 68. 
Disclosures made in this financial report for MPORS are meant to reflect the aforementioned relationships. 


Summary of Benefits 


Member’s final average compensation (FAC) 

Hired prior to July 1, 1977 — average monthly compensation of final year of service; 

Hired on or after July 1, 1977 — final average compensation (FAC) for last consecutive 36 months. 
Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of a 
member’s FAC. 


Eligibility for benefit 

Service Retirement: Age 50, with 5 years of membership service, or 20 years of membership service, 
regardless of age. 

Second Retirement: Age 50, reemployed in a MPORS position 


Vesting 
Death and disability rights are vested immediately. 
5 years of membership service. 


Monthly benefit formula 
2.5% of FAC per year of service credit. 
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Second retirement benefit formula for members re-employed in a MPORS position after July 1, 2017: 
1) Ifthe member works more than 480 hours in a calendar year and accumulates less than 5 
years of service credit before terminating again, the member: 
Is not awarded service credit for the period of reemployment; 
Is refunded the accumulated contributions associated with the period of reemployment; 
c. Starting the first month following termination of service receives the same retirement 
benefit previously paid to the member; and 
d. Does not accrue post-retirement benefit adjustments during the term of reemployment 
but receives a Guaranteed Annual Benefit Adjustment (GABA) in January immediately 
following second retirement. 
2) Ifthe member works more than 480 hours in a calendar year and accumulates at least 5 
years of service credit before terminating again, the member: 
Is awarded service credit for the period of reemployment; 
b. Starting the first month following termination of service receives: 
i. The same retirement benefit previously paid to the member, and 
il. A second retirement benefit for the period of reemployment calculated based on 
the laws in effect as of the member's rehire date; and 
c. Does not accrue post-retirement benefit adjustments during the term of reemployment 
but receives a GABA: 
i. On the initial retirement benefit in January immediately following second 
retirement, and 
il. On the second retirement benefit starting in January after receiving that benefit 
for at least 12 months. 
3) A member who returns to covered service is not eligible for a disability benefit. 


TP 


toa 


Guaranteed Annual Benefit Adjustment (GABA) 

Hired on or after July 1, 1997, or those electing GABA — after the member has completed 12 full 
months of retirement, the member’s benefit increases by a maximum of 3% each January, inclusive 
of all other adjustments to the member’s benefit. 


Minimum benefit adjustment (non-GABA) If hired before July 1, 1997, and member did not elect 
GABA -— the monthly retirement, disability, or survivor’s benefit may not be less than 50% of the 
compensation of a newly confirmed officer of the employer where the member was last employed. 


Contributions to the Plan 
Rates are specified by state law for periodic employee, employer, and nonemployer entity contributions. The 
Legislature has the authority to establish and amend contribution rates to the plan. 


Member contributions — Contribution rates are dependent upon the date of hire as a police officer. 
Contributions are deducted from each member’s salary and remitted by the participating Employer. 
For fiscal year 2020: 

¢ If hired prior to July 1, 1975, member contributions as a percentage of salary are 5.80% 

¢ If hired after June 30, 1975, and prior to July 1, 1979, member contributions as a percentage of 
salary are 7.00%; 

¢ If hired after June 30, 1979, and prior to July 1, 1997, member contributions as a percentage of 
salary are 8.50%; and, 

¢ If hired on or after July 1, 1997, and for members electing GABA, member contributions as a 
percentage of salary are 9.00%. 


Employer Contributions — Employers are required to contribute 14.41% of a member’s 
compensation. 


Nonemployer Entity Contributions — The State contributes 29.37% of a member’s compensation from 
the General Fund. These amounts are considered a special funding situation in accordance with 
GASB 68. 
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Actuarial Assumptions 


The total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of 
June 30, 2018, with update procedures used to roll forward the total pension liability to June 30, 2019. The actuarial 
assumptions used in the June 30, 2019 valuation were based on the results of the last actuarial experience study, 
dated May 2017 for the six-year period ended June 30, 2016. There were several significant assumptions and other 
inputs used to measure the total pension liability. Among those assumptions were the following: 


¢« Investment Return 7.65% 
« Admin expense asa % of Payroll 0.23% 
* General Wage Growth 3.50% 
¢ Inflation at 2.75% 
¢ Merit Increases 0.00% to 6.60% 
¢  Postretirement Benefit Increases 
° GABA 


Hired on or after July 1, 1997, or those electing GABA — after the member has completed 12 full 
months of retirement, the member’s benefit increases by a maximum of 3% each January, 
inclusive of all other adjustments to the member’s benefit 
° Minimum benefit adjustment (non-GABA) 
If hired before July 1, 1997 and member did not elect GABA — the monthly retirement, disability 
or survivor’s benefit may not be less than 50% the compensation of a newly confirmed officer in 
the city that the member was last employed 
¢ Mortality assumptions among contributing members, terminated vested members, service retired members 
and beneficiaries are based on RP-2000 Combined Employee and Annuitant Mortality Tables projected to 
2020 using Scale BB, set back one year for males. 
¢ Mortality assumptions among Disabled Retirees are based on RP-2000 Combined Employee and Annuitant 
Mortality Tables. 


Discount Rate 


The discount rate used to measure the total pension liability was 7.65%. The projection of cash flows used to 
determine the discount rate assumed that contributions from participating plan members, employers, and 
nonemployer contributing entities will be made based on the PERB’s funding policy, which establishes the 
contractually required rates under MCA. The State contributes 29.37% of salaries paid by employers. Based on 
those assumptions, the MPORS’s fiduciary net position was projected to be adequate to make all the projected future 
benefit payments of current plan members through the year 2133. Therefore, the long-term expected rate of return 
on pension plan investments was applied to all periods of projected benefit payments to determine the total pension 
liability. A municipal bond rate was not incorporated in the discount rate. 


Target Allocations 


The long-term expected return on pension plan assets is reviewed as part of the regular experience study prepared 
for the MPORS. The most recent analysis, performed for the six-year period ended June 30, 2016, is outlined in a 
report dated May 2017, and can be located on the MPERA website. The long-term expected rate of return on 
pension plan investments was determined by considering information from various sources, including historical rates 
of return, rate of return assumptions adopted by similar public pension systems, and by using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan 
investment and inflation) are developed for each major asset class. These ranges were combined to produce the 
long-term expected rate of return by weighing the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation. Best estimates of the arithmetic real rates of return for each major 


asset class included in the MPORS’s target asset allocation as of June 30, 2019, is summarized in the table that 
follows: 


Target Asset Long-term Expected 


Asset Class Allocation Real Rate of Return 
Cash Equivalents 3.00% 4.09% 
Domestic Equity 36.00% 6.05% 
Foreign Equity 18.00% 7.01% 
Fixed Income 23.00% 2.17% 
Private Equity 12.00% 10.53% 
Real Estate 8.00% 5.65% 
Total 100.00% 


Sensitivity Analysis 
In accordance with GASB 68, regarding the disclosure of the sensitivity of the net pension liability to changes in the 
discount rate, the table below presents the net pension liability calculated using the discount rate of 7.65%, as well as 


what the net pension liability would be if it were calculated using a discount rate that is 1.00% lower (6.65%) or 
1.00% higher (8.65%) than the current rate. 


(in thousands) 
1.0% Decrease Current 1.0% Increase 
(6.65%) Discount Rate (8.65%) 


State as a nonemployer entity net § 196,248 $ 133,487 $ 83.247 


pension liability 


Net Pension Liability 


In accordance with GASB 68, employers and nonemployer contributing entities are required to recognize and report 
certain amounts associated with their participation in the MPORS. GASB 68 became effective June 30, 2015, and 
includes requirements for participants to record and report their proportionate share of the collective net pension 
liability, pension expense, deferred inflows of resources, and deferred outflows of resources associated with 
pensions. 


In accordance with GASB 68, the MPORS has a special funding situation in which the State is legally responsible 
for making contributions directly to the MPORS on behalf of the employers. Due to the existence of this special 
funding situation, the State is required to report a proportionate share of a local government’s collective net pension 
liability that is associated with the non-State employer. 


(dollars presented in thousands) 


Net Pension Liability | Net Pension Liability Percent of 
as of 6/30/18 as of 6/30/19 Collective NPL 
State as a nonemployer contributing 5 114,956 $ 433,487 67.063878 % 


entity — proportionate share 


At June 30, 2020, the State, as a nonemployer contributing entity, reported a liability of $133.5 million for its 
proportionate share of the net pension liability. The net pension liability was measured as of June 30, 2019, and the 
total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of June 
30, 2018, with update procedures used to roll forward the total pension liability to June 30, 2019. The 
nonemployer’s proportion of the net pension liability was based on the nonemployer’s special funding contributions 
received by the MPORS during the measurement period of July 1, 2018, through June 30, 2019, relative to total 
contributions received from all of the MPORS’s participating employers and the nonemployer contributing entity. 


Changes in actuarial assumptions and methods: There were no changes in assumptions or other inputs that 
affected the measurement of the total pension liability. 
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Changes in benefit terms: There have been no changes in benefit terms since the previous measurement date. 


Changes in proportionate share: Between the measurement date of the collective net pension liability and 
the employer’s reporting date, there were no changes in proportion that effect on the employer’s 
proportionate share of the collective net pension liability. 


Grant Expense Related to Special Funding 


The State recognized grant expense of $21.0 million for special funding support provided by the General Fund for 
its proportionate share of the MPORS’s pension expense that is associated with other employer participants in the 
plan. 


Deferred Outflows and Inflows 


At June 30, 2020, the State as a nonemployer contributing entity recognized a beginning deferred outflow of 
resources for fiscal year 2019 contributions of $15.9 million. 


As of the fiscal year ended June 30, 2020, the State as a nonemployer reported its proportionate share of the deferred 
outflows of resources and deferred inflows of resources related to MPORS from the following sources: 


(in thousands) 
Deferred Outflows Deferred Inflows 


of Resources of Resources 
Difference between expected and actual experience $ 11,847 $ 848 
Net difference between projected and actual earnings 
on pension plan investments 2,481 _— 
Change of assumptions 2,685 = 
Changes in proportion and differences between 
employer contributions and proportionate share 
of contributions 209 _ 
tributions paid to MPORS subsequent to the 
measurement date — FY 2020 Contributions 16,677 _ 
Totals $ 33,899 $ 848 


Amounts reported as deferred outflows of resources related to pensions resulting from the nonemployer’s 
contributions made subsequent to the June 30, 2019, measurement date will be recognized as a reduction of the net 
pension liability in the fiscal year ended June 30, 2021. 


Other amounts reported as deferred inflows of resources related to pensions will be recognized in grant expense as 
follows: 


(in thousands) 


Amount recognized in Grant 
Expense as an increase or 


Year ended June 30: (decrease) to Grant Expense 

2021 $ 7,579 
2022 2,955 
2023 4,590 
2024 1,250 


Firefighters’ Unified Retirement System — The FURS, administered by the MPERA, is a multiple-employer, cost- 
sharing defined benefit plan established in 1981, and governed by Title 19, chapters 2 & 13, MCA. This system 
provides retirement benefits to firefighters employed by first- and second-class cities, other cities and rural fire 
district departments that adopt the plan, and to firefighters hired by the Montana Air National Guard on or after 
October 1, 2001. Benefits are established by state law and can only be amended by the Legislature. The FURS 
provides retirement, disability, and death benefits to plan members and their beneficiaries. Benefits are based on 
eligibility, years of service, and compensation. 
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Summary of Benefits 
Member’s compensation 
Hired prior to July 1, 1981 and not electing GABA — highest monthly compensation (HMC); 
Hired after June 30, 1981, and those electing GABA — highest average compensation (HAC) during 
any consecutive 36 months. 
Hired on or after July 1, 2013 — 110% annual cap on compensation considered as a part of a 
member’s highest average compensation. 
Part-time firefighter — 15% of regular compensation of a newly confirmed full-time firefighter. 


Eligibility for benefit 
Service retirement: 20 years of membership service, regardless of age. 
Early Retirement: Age 50, 5 years of membership service. 


Vesting 
Death and disability rights are vested immediately 
5 years of membership service. 


Monthly benefit formula 
Members hired prior to July 1, 1981, and not electing GABA are entitled to the greater of: 
2.5% of HMC per year of service; or 
¢ if less than 20 years of service — 2% of HMC for each year of service; 


¢ if more than 20 years of service — 50% of the member’s HMC plus 2% of the 


member’s HMC for each year of service over 20 years. 


Members hired on or after July 1, 1981, and those electing GABA: 2.5% of HAC per year of 
membership service. 


Guaranteed Annual Benefit Adjustment (GABA) 

Hired on or after July 1, 1997, or those electing GABA — after the member has completed 12 full 
months of retirement, the member’s benefit increases by a maximum of 3% each January, inclusive 
of all other adjustments to the member’s benefit. 


Minimum Benefit Adjustment (non-GABA) 

If hired before July 1, 1997 and the member did not elect GABA, the monthly retirement, disability, 
or survivor’s benefit may not be less than 50% of the compensation of a newly confirmed active 
firefighter of the employer that last employed the member. 


Contributions to the Plan 

Rates are specified by state law for periodic employee, employer, and nonemployer entity contributions. The 
Legislature has the authority to establish and amend contribution rates to the plan. Effective July 1, 2013, employer 
and state contributions are required to be paid on working retiree compensation. Member contributions are not 
required for working retirees. 


Member contributions to the system — Contributions are deducted from each member’s salary and 
remitted by the participating Employer. For members: 
Hired prior to July 1, 1997, and not electing GABA, member contributions as a percentage of 
salary are 9.50%; 
Hired on or after July 1, 1997, and electing GABA, member contributions as a percentage of 
salary are 10.70%. 


Employer contributions to the system — Employers are required to contribute 14.36% of member’s 
compensation. 


Nonemployer entity contributions to the system — The State contributes 32.61% of a member’s 
compensation from the General Fund. 
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Actuarial Assumptions 

The total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of 
June 30, 2018, with update procedures used to roll forward the total pension liability to June 30, 2019. The actuarial 
assumptions used in the June 30, 2019, valuation were based on the results of the last actuarial experience study, 
dated May 2017 for the six-year period ended June 30, 2016. There were several significant assumptions and other 
inputs used to measure the total pension liability. Among those assumptions were the following: 


¢ Investment Return 7.65% 
¢« Admin Expense as a % of Payroll 0.25% 
* General Wage Growth 3.50% 
¢ Inflation at 2.75% 
¢« Merit Increases 0% to 6.30% 
¢ — Postretirement Benefit Increases 
° = GABA 


Hired on or after July 1, 1997, or those electing GABA — after the member has completed 12 full 
months of retirement, the member’s benefit increases by a maximum of 3% each January, inclusive of 
all other adjustments to the member’s benefit. 
° Minimum Benefit Adjustment (non-GABA) 
Hired before July 1, 1997, and member did not elect GABA — the monthly retirement, disability, or 
survivor’s benefit may not be less than 50% the compensation of a newly confirmed firefighter 
employed by the city that last employed the member. 
¢ Mortality assumptions among contributing members, terminated vested members, service retired members 
and beneficiaries are based on RP-2000 Combined Employee and Annuitant Mortality Tables projected to 
2020 using Scale BB, set back one year for males. 
* Mortality assumptions among Disabled Retirees are based on RP-2000 Combined Employee and Annuitant 
Mortality Tables. 


Discount Rate 


The discount rate used to measure the total pension liability was 7.65%. The projection of cash flows used to 
determine the discount rate assumed that contributions from participating plan members, employers, and 
nonemployer contributing entities will be made based on the PERB’s funding policy, which establishes the 
contractually required rates under MCA. The State contributes 32.61% of salaries paid by employers. Based on 
those assumptions, the FURS’s fiduciary net position was projected to be adequate to make all the projected future 
benefit payments of current plan members through the year 2133. Therefore, the long-term expected rate of return 
on pension plan investments was applied to all periods of projected benefit payments to determine the total pension 
liability. A municipal bond rate was not incorporated in the discount rate. 


Target Allocations 


The long-term expected return on pension plan assets is reviewed as part of the regular experience study prepared 
for the FURS. The most recent analysis, performed for the six-year period ended June 30, 2016, is outlined in a 
report dated May 2017, and can be located on the MPERA website. The long-term expected rate of return on 
pension plan investments was determined by considering information from various sources, including historical rates 
of return, rate of return assumptions adopted by similar public pension systems, and by using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan 
investment and inflation) are developed for each major asset class. These ranges were combined to produce the 
long-term expected rate of return by weighing the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation. Best estimates of the arithmetic real rates of return for each major 
asset class included in the FURS’s target asset allocation as of June 30, 2019, is summarized in the table that 
follows: 


Target Asset Long-term Expected 

Asset Class Allocation Real Rate of Return 
Cash Equivalents 3.00% 4.09% 
Domestic Equity 36.00% 6.05% 
Foreign Equity 18.00% 7.01% 
Fixed Income 23.00% 2.17% 
Private Equity 12.00% 10.53% 
Real Estate 8.00% 5.65% 


Total 100.00% 


Sensitivity Analysis 

In accordance with GASB 68 regarding the disclosure of the sensitivity of the net pension liability to changes in the 
discount rate, the table below presents the net pension liability calculated using the discount rate of 7.65%, as well as 
what the net pension liability would be if it were calculated using a discount rate that is 1.00% lower (6.65%) or 
1.00% higher (8.65%) than the current rate. 


(in thousands) 
1.0% Decrease Current Discount 1.0% Increase 
(6.65%) Rate (8.65%) 
State as an employer in FURS — net pension 
liability $ 4033 $ 2,309 $ 919 
State as a nonemployer contributing entity to 138.890 79.524 31.656 


FURS — net pension liability 


Net Pension Liability 

In accordance with GASB 68, employers and nonemployer contributing entities are required to recognize and report 
certain amounts associated with their participation in the FURS. GASB 68 became effective June 30, 2015, and 
includes requirements to record and report their proportionate share of the collective net pension liability, pension 
expense, deferred inflows of resources and deferred outflows of resources associated with pensions. 


In accordance with GASB 68, the FURS has a special funding situation in which the State is legally responsible for 
making contributions directly to the FURS on behalf of the employers. Due to the existence of this special funding 
situation, the State is required to report a proportionate share of a local government or fire district’s collective net 
pension liability that is associated with the non-State employer. 


(dollars presented in thousands) 


Net Pension Liability | Net Pension Liability Percent of 


as of 6/30/18 as of 6/30/19 Collective NPL 
State's proportionate share as an 
employer entity $ 2,650 $ 2,309 2.013129 % 
State's proportionate share as a 
nonemployer contributing entity 78,285 79,524 69.323577 % 
State of Montana totals $ 80,935 $ 81,833 71.336706 % 


At June 30, 2020, the State reported a liability of $81.8 million for its proportionate share of the net pension liability 
as an employer and nonemployer contributing entity in relation to the FURS. The net pension liability was measured 
as of June 30, 2019, and the total pension liability used to calculate the net pension liability was determined by an 
actuarial valuation as of June 30, 2018, with update procedures used to roll forward the total pension liability to June 
30, 2019. The proportion of the net pension liability was based on all employer and nonemployer contributions 
received by the FURS during the measurement period, July 1, 2018, through June 30, 2019, relative to the total 
contributions received from all FURS participating employers and the nonemployer contributing entity. 


Changes in actuarial assumptions and methods: There were no changes in assumptions or other inputs that 
affected the measurement of the total pension liability. 
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Changes in benefit terms: There have been no changes in benefit terms since the previous measurement date. 


Changes in proportionate share: Between the measurement date of the collective net pension liability and 
the employer’s reporting date, there were no changes in proportion that effect the employer’s proportionate 


share of the collective net pension liability. 


Employer Pension Expense and Nonemployer Contributing Entity Special Funding Grant Expense 

At June 30, 2020, the State as an employer recognized pension expense of $530.1 thousand for its proportionate 
share of the FURS pension expense. The State also recognized grant expense of $17.0 million for special funding 
support provided by the General Fund for its proportionate share of the FURS’s pension expense that is associated 
with other employer participants in the plan. Total pension-related expenses at June 30, 2020, was $17.5 million. 


Deferred Outflows and Inflows 


At June 30, 2020, the State, as an employer, recognized a beginning deferred outflow of resources for fiscal year 


2019 contributions of $493.5 thousand. 


As of the fiscal year ended June 30, 2020, the State as an employer reported its proportionate share of deferred 
outflows of resources and deferred inflows of resources related to the FURS from the following sources: 


(in thousands) 
Deferred Outflows Deferred Inflows 
of Resources of Resources 

Difference between actual and expected experience $ 208 $ 24 
Net difference between projected and actual 77 7 

earnings on pension plan investments 
Change of assumptions 170 — 
Changes in proportion and differences between 

employer contributions and proportionate share 30 171 

of contributions 
Contributions paid to FURS subsequent to the 599 = 

measurement date — FY 2020 contributions 

Totals $ 1,084 $ 195 


(in thousands) 


Amount recognized in Pension 
Expense as an increase or 


Amounts reported as deferred outflows of resources related to pensions resulting from the employer’s contributions 
made subsequent to the measurement date of June 30, 2019, will be recognized as a reduction of the net pension 
liability in the fiscal year ended June 30, 2021. 


Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will 
be recognized in pension expense as follows: 


Year ended June 30: (decrease) to Pension Expense 
2021 $ 191 
2022 7 
2023 90 
2024 50 
2025 (48) 


At June 30, 2020, the State recognized a beginning deferred outflow of resources as a nonemployer contributing 
entity for fiscal year 2019 contributions of $16.2 million. 


As of the fiscal year ended June 30, 2020, the State as a nonemployer contributing entity reported its proportionate 
share of deferred outflows of resources and deferred inflows of resources related to FURS from the following 
sources: 


(in thousands) 
Deferred Outflows Deferred Inflows 


of Resources of Resources 
Difference between expected and actual experience $ 7,149 $ 825 
Net difference between projected and actual 2.650 = 
earnings on pension plan investments ’ 
Change in assumptions 5,863 = 
Changes in proportion and differences between 
employer contributions and proportionate share 1,186 — 
of contributions 
Contributions paid to FURS subsequent to the 47.147 = 
measurement date —- FY 2020 contributions : 
Totals $ 33,995 __$ 825 


Amounts reported as deferred outflows of resources related to pensions resulting from the nonemployer’s 
contributions made subsequent to the June 30, 2019 measurement date will be recognized as a reduction of the net 
pension liability in the fiscal year ended June 30, 2021. 

Other amounts reported as deferred inflows of resources related to pensions will be recognized in grant expense as 
follows: 


(in thousands) 


Amount recognized in Grant 
Expense as an increase or 
Year ended June 30: (decrease) to Grant Expense 


2021 $ 5,294 
2022 2,773 
2023 4,693 
2024 3,160 
2025 103 


Volunteer Firefighters’ Compensation Act — The VFCA, administered by the MPERA, is a multiple-employer, 
cost-sharing defined benefit plan that was established in 1965, and governed by Title 19, chapter 17, MCA. All 
members are unpaid volunteers and the State is the only contributor to the plan. Benefits are established by state law 
and can only be amended by the Legislature. The VFCA provides pension, disability, and survivorship benefits for 
all eligible volunteer firefighters who are members of qualified volunteer fire companies in unincorporated areas, 
towns or villages, and includes volunteer fire departments, fire districts, and fire service areas under the laws of the 
State. Benefits are based on eligibility and years of service. Member rights are vested after ten years of credited 
service. The VFCA also provides limited benefits for death or injuries incurred in the line of duty. A member who 
chooses to retire and draw a pension benefit may return to service with a volunteer fire department without loss of 
benefits. However, a returning retired member may not be considered an active member accruing credit for service. 


Summary of Benefits 
Eligibility for benefit 
Age 55, 20 years of credited service; 
Age 60, 10 years of credited service. 


Effective July 1, 2011, members who retire on or after July 1, 2011, and have greater than 30 years of 
credited service will receive $7.50 per month for each additional year of credited service over 30 
years if the pension trust fund is actuarially sound, amortizing any unfunded liabilities in 20 years or 
less. This determination will be made annually and a member’s benefit will be capped at $250 a 
month (30 years of credited service) if the amortization period grows to greater than 20 years. 


Vesting 
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10 years of credited service. 


Monthly benefit formula (effective January 1, 2016) 
$8.75 per year of credited service up to 20 years; 
$7.50 per year of credited service after 20 years 


Contributions to the Plan 


The State, as a nonemployer contributing entity, is the only contributor to the VFCA. Contributions are 5% of fire 
insurance premium taxes collected on certain fire risks. This requires the plan to be treated as a special funding 
situation in accordance with GASB 68. The State Auditor makes annual payments from the General Fund to the 
VFCA fund. Rates are specified by state law for contributions to the VFCA plan. The State legislature has the 
authority to establish and amend contribution rates to the plan. 


Actuarial Assumptions 


The total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of 
June 30, 2018, with update procedures used to roll forward the total pension liability to June 30, 2019. There were 
several significant assumptions and other inputs used to measure the total pension liability. The actuarial 
assumptions used in the June 30, 2019, valuation were based on the results of the last actuarial experience study, 
dated May 2017 for the six-year period ended June 30, 2016. Among those assumptions were the following: 


¢ — Investment Return 7.65% 
¢ Inflation at 2.75% 
* Mortality assumptions among contributing members, terminated vested members, service retired members 


and beneficiaries are based on RP-2000 Combined Employee and Annuitant Mortality Tables projected to 
2020 using Scale BB, set back one year for males. 

* Mortality assumptions among Disabled Retirees are based on RP-2000 Combined Employee and Annuitant 
Mortality Tables. 


For VFCA, administrative expenses are assumed to equal $70.6 thousand. This dollar amount is added to normal 
cost for valuation purposes. 


Discount Rate 


The discount rate used to measure the total pension liability was 7.65%. The projection of cash flows used to 
determine the discount rate assumed that contributions from the nonemployer contributing entity will be made based 
on the PERB’s funding policy, which establishes the contractually required rates under MCA. The State contributes 
5% of fire insurance premium taxes paid on certain fire risks. Based on those assumptions, the VFCA’s fiduciary net 
position was projected to be adequate to make all the projected future benefit payments of current plan members 
through the year 2111. A municipal bond rate was not incorporated in the discount rate. 


Target Allocations 


The long-term expected return on pension plan assets is reviewed as part of the regular experience study prepared 
for the VFCA. The most recent analysis, performed for the six-year period ended June 30, 2016, is outlined in a 
report dated May 2017, and can be located on the MPERA website. The long-term expected rate of return on 
pension plan investments was determined by considering information from various sources, including historical rates 
of return, rate of return assumptions adopted by similar public pension systems, and by using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan 
investment and inflation) are developed for each major asset class. These ranges were combined to produce the 
long-term expected rate of return by weighing the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation. Best estimates of the arithmetic real rates of return for each major 
asset class included in the VFCA’s target asset allocation as of June 30, 2019, is summarized in the table that 
follows: 


Target Asset Long-term Expected 


Asset Class Allocation Real Rate of Return 
Cash Equivalents 3.00% 4.09% 
Domestic Equity 36.00% 6.05% 
Foreign Equity 18.00% 7.01% 
Fixed Income 23.00% 2.17% 
Private Equity 12.00% 10.53% 
Real Estate 8.00% 5.65% 


Total 100.00% 


Sensitivity Analysis 

In accordance with GASB 68 regarding the disclosure of the sensitivity of the net pension liability to changes in the 
discount rate, the above table presents the net pension liability calculated using the discount rate of 7.65%, as well as 
what the net pension liability would be if it were calculated using a discount rate that is 1.00% lower (6.65%) or 
1.00% higher (8.65%) than the current rate. 


(in thousands) 


1.0% Decrease Current 1.0% Increase 
(6.65%) Discount Rate (8.65%) 
State as a nonemployer entity $ 11,433 $ 6,907 $ 3.069 


net pension liability 


Net Pension Liability 


In accordance with GASB 68, employers and nonemployer contributing entities are required to recognize and report 
certain amounts associated with their participation in the VFCA. GASB 68 became effective June 30, 2015, and 
includes requirements to record and report proportionate shares of the collective net pension liability, pension 
expense, deferred inflows of resources, and deferred outflows of resources associated with pensions. 


In accordance with GASB 68, the VFCA has a special funding situation in which the State is legally responsible for 
making contributions directly to the VFCA on behalf of volunteer employers. Due to the existence of this special 
funding situation, the State is required to report a proportionate share of a volunteer fire company’s collective net 
pension liability that is associated with the non-State volunteer employer. 


(dollars presented in thousands) 


Net Pension Liability | Net Pension Liability Percent of 
as of 6/30/18 as of 6/30/19 Collective NPL 
State as a nonemployer 5 7,667 $ 6.907 400 % 


proportionate share 


At June 30, 2020, the State reported a liability of $6.9 million for its proportionate share of the net pension liability. 
The total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of 
June 30, 2018, with update procedures used to roll forward the total pension liability to June 30, 2019. The 
nonemployer’s proportion of the net pension liability was based on the nonemployer’s contributions received by the 
VFCA during the measurement period, July 1, 2018, through June 30, 2019, relative to total contributions received. 


Changes in actuarial assumptions and methods: There were no changes in assumptions or other 
inputs that affected the measurement of the total pension liability. 


Changes in benefit terms: There have been no changes in benefit terms since the previous 
measurement date. 
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Changes in proportionate share: There were no changes between the measurement date of the 
collective net pension liability and the nonemployer’s reporting date that are expected to have a 
significant effect on the nonemployer’s proportionate share of the collective net pension liability. 


Grant Expense Related to Special Funding 


The State as a nonemployer contributing entity recognized grant expense of $1.5 million for special funding support 
provided by a portion of fire tax premiums paid to the State and transferred to MPERA for its proportionate share of 
the VFCA pension expense that is associated with other employer participants in the plan. 


Deferred Outflows and Inflows 


At June 30, 2020, the State as a nonemployer contributing entity recognized a beginning deferred outflow of 
resources for fiscal year 2019 contributions of $2.4 million. 


As of the fiscal year ended June 30, 2020, the State as a nonemployer contributing entity reported its proportionate 
share of deferred outflows of resources and deferred inflows of resources related to VFCA from the following 
sources: 


(in thousands) 
Deferred Outflows Deferred Inflows of 


of Resources Resources 

Difference between expected and actual 

experience § ok 426 
Net difference between projected and actual 363 = 

earnings on pension plan investments 
Contributions paid to VFCA subsequent to the 2.475 _ 

measurement date —- FY 2020 contributions i 

Totals $ 2,838 $ 426 


Amounts reported as deferred outflows of resources related to pensions resulting from the State’s contributions 
made subsequent to the June 30, 2019 measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ended June 30, 2021. 


Other amounts reported as deferred outflows and deferred inflows of resources related to pensions will be 
recognized in grant expense as follows: 


(in thousands) 


Amount recognized in Grant 
Expense as an increase or 
Year ended June 30: = (decrease) to Grant Expense 


2021 $ (123) 
2022 (210) 
2023 99 
2024 171 


Teachers’ Retirement System — The TRS is administered by the Teachers’ Retirement Board (TRB), which is the 
governing body of a mandatory multiple-employer cost-sharing defined benefit pension plan that provides 
retirement services to persons in Montana employed as teachers or professional staff of any public elementary or 
secondary school, community college, or unit of the university system. The TRS, as an employer, does not 
participate in the plan and acts only as the administrator of the plan. 


The TRB is the governing body of the TRS, and the TRS’s staff administer the TRS in conformity with the laws set 
forth in Title 19, chapter 20, MCA, and administrative rules set forth in Title 2, chapter 44 of the Administrative 
Rules of Montana. 


Summary of Benefits 

Through June 30, 2013, all members enrolled in TRS participated in a single-tiered plan ("Tier One"). Employees 
with a minimum of 25 years of service or who have reached age 60 with 5 years of service are eligible to receive an 
annual retirement benefit equal to creditable service years divided by 60 times the average final compensation. Final 
compensation is the average of the highest three consecutive years of earned compensation. Benefits fully vest after 
5 years of creditable service. Vested employees may retire at or after age 50 and receive reduced retirement benefits. 
Benefits are established by state law and can only be amended by the Legislature. 


Beginning July 1, 2013, new members in TRS participate in a second benefit tier ("Tier Two"), which differs from 
Tier One as follows: 


¢ Tier Two uses a 5-year average final compensation (as opposed to 3-year AFC in Tier One) 

¢ Tier Two provides for unreduced service retirement benefits at age 60 with 5 years of creditable service or 
at age 55 with at least 30 years of creditable service (rather than at age 60 with 5 years of service or at any 
age with creditable service in 25 years in Tier One) 

¢ Tier Two provides for early retirement benefits with 5 years of creditable service at age 55 (rather than age 
50 in Tier One) 

¢ Tier Two has one percent higher normal employee contribution rate (though a temporary 1% supplemental 
employee contribution rate is also currently in place for Tier One members), and 

¢ Tier Two provides for an enhanced benefit calculation—1.85% of the AFC multiplied by the years of 
creditable service—for members retiring with at least 30 years of creditable service and at least 60 years of 
age (rather than 1.6667 x AFC x years of creditable service) 


A guaranteed annual benefit adjustment (GABA) is payable on January 1 of each calendar year for each retiree who 
has received at least 36 monthly retirement benefit payments prior to that date. The GABA is applicable to both Tier 
One and Tier Two members. The GABA for Tier 1 members is 1.5% of the benefit payable as of January 1. For Tier 
Two members, the GABA each year may vary from 0.5% to 1.5% based on the retirement system’s funding status 
and the period required to amortize any unfunded accrued actuarial liability as determined in the prior actuarial 
valuation. 


Contributions to the System 
All active employees in the TRS, regardless of employer type, are required to provide a contribution equal to 8.15% 
of their compensation. 


All State and University employers are required to contribute 11.45% of compensation provided to an active, non- 
reemployed member. All school districts and other employers are required to contribute 9.07% of an active, non- 
reemployed, member's compensation to the System. 


Section 19-20-605, MCA, requires each employer to contribute 9.85% of total compensation paid to all reemployed 
TRS retirees employed in a TRS reportable position. Pursuant to Section 19-20-609, MCA, this amount shall 
increase by 1.00% for fiscal year 2014 and increase by 0.10% each fiscal year through 2024 until the total employer 
contribution is equal to 11.85% of reemployed retiree compensation. 


The TRS receives a portion of the total required statutory contributions directly from the State for all employers. The 
employers are considered to be in a special funding situation, and the State is treated as a nonemployer contributing 
entity in the TRS. The System receives 0.11% of earned compensation from the General Fund for all TRS members. 
The TRS also receives 2.38% of earned compensation from the General Fund for TRS members employed at school 
districts, community colleges, educational cooperatives, and counties in Montana. Finally, the State is also required 
to contribute $25 million in perpetuity payable July 1 of each year. The Legislature has the authority to establish and 
amend contribution rates to the plan. 


Actuarial Assumptions 
The total pension liability as of June 30, 2019, is based on the results of an actuarial valuation date of July 1, 2019. 
There were several significant assumptions and other inputs used to measure the total pension liability. The actuarial 
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assumptions used in the July 1, 2019, valuation were based on the results of the last actuarial experience study, dated 
May 2018. Among those assumptions were the following: 


¢ Total Wage Increases 3.25% to 7.76% for non-university members 
(includes 3.25% general wage increase assumption) 4.25% for university members 
¢ Merit Increases 0 to 4.51% for non-university members 
1.00% for university members 
¢ Investment Return 7.50% 
¢ — Price Inflation 2.50% 
« Admin Expense as a % of Payroll 0.36% 


¢  Postretirement Benefit Increases (starting three years after retirement) 

° Tier One members: If the retiree has received benefits for at least three years, the retirement allowance 
will be increased by 1.5% on January 1. 

° Tier Two members: The retirement allowance will be increased by an amount equal to or greater than 
0.5% but no more than 1.5% if the most recent actuarial valuation shows the TRS to be at least 90.0% 
funded and the provisions of the increase is not projected to cause the funded ratio to be less than 
85.0%. Since an increase in the amount of the GABA is not automatic and must be approved by the 
TRS, the assumed increase was lowered from 1.5% to the current rate of 0.5% per annum. 

¢ Mortality among contributing members, service retired members, and beneficiaries: 

° For Males and Females: RP-2000 Healthy Combined Mortality Table projected to 2022 adjusted for 
partial credibility setback for two years. The tables include margins for mortality improvements, which 
are expected to occur in the future. 

* Mortality among disabled members 

° For Males: RP-2000 Disabled Mortality Table for Males, set back three years, with mortality 
improvements projected by Scale BB to 2022. 

° For Females: RP-2000 Disabled Mortality Table for Females, set forward two years, with mortality 
improvements projected by Scale BB to 2022. 


Discount Rate 

The discount rate used to measure the total pension liability was 7.50%. The projection of cash flows used to 
determine the discount rate assumed that contributions from participating TRS members, employers, and 
nonemployer contributing entities will be made based on the TRB’s funding policy, which establishes the 
contractually required rates under MCA. In addition to these contributions, the State General Fund will contribute 
$25.0 million annually to the TRS payable July 1 of each year. Based on those assumptions, the TRS’s fiduciary net 
position was projected to be adequate to make all the projected future benefit payments of current plan members 
through the year 2124. Therefore, the long-term expected rate of return on pension plan investments was applied to 
all periods of projected benefit payments to determine the total pension liability. No municipal bond rate was 
incorporated in the discount rate. 


Target Allocations 

The assumed long-term expected return on pension plan assets is reviewed as part of the regular experience studies 
prepared for the TRS. The most recent analysis, performed for the period covering fiscal years 2013 through 2017, is 
outlined in a report dated May 3, 2018. Several factors are considered in evaluating the long-term rate of return 
assumption, including long-term historical data, estimates inherent in current market data, and an analysis in which 
best-estimate ranges of expected future real rates of return (expected return, net of investment expense and 
inflation). Estimates of variability and correlations for each asset class were developed by the TRS's investment 
consultant. These ranges were combined to develop the long-term expected rate of return by weighting the expected 
future real rates of return by the target asset allocation percentage and then adding expected inflation. The long-term 
rate of return assumption is intended to be a long-term assumption (30 to 50 years). It is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental change in 
the market that alters expected returns in future years. The average long term capital market assumptions published 
in the Survey of Capital Market Assumptions 2019 Edition by Horizon Actuarial Service, LLC, yield a median real 
return of 4.91%. Based on this information, the TRS's adopted assumption of 5.00% for the real return is reasonable. 
Combined with the 2.50% inflation assumption, the resulting nominal return is 7.50%. Best estimates of arithmetic 
real rates of return for each major asset class included in the TRS’s target asset allocation as of June 30, 2019, is 
summarized in the table below: 
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Target Asset Long-Term Expected 


Asset Class Allocation Real Rate of Return 

Broad US Equity 35.00% 6.05% 
Broad International Equity 18.00% 7.01% 
Private Equity 10.00% 10.53% 
Natural Resources 3.00% 4.00% 
Core Real Estate 7.00% 5.65% 
TIPS 3.00% 1.40% 
Intermediate Duration Bonds 19.00% 2.17% 
High Yield Bonds 3.00% 4.09% 
Cash 2.00% 0.78% 


Total 100.00% 


Sensitivity Analysis 

In accordance with GASB 68 regarding the disclosure of the sensitivity of the net pension liability to changes in the 
discount rate, the table below presents the net pension liability calculated using the discount rate of 7.50%, as well as 
what the net pension liability would be if it were calculated using a discount rate that is 1.00% lower (6.50%) or 
1.00% higher (8.50%) than the current rate. 


(in thousands) 


1.0% Decrease Current Discount 1.0% Increase 
(6.50%) Rate (8.50%) 
State as an employer in TRS — net 
pension liability $ 63,590 § 46,493 $ 32,168 
State as a nonemployer contributing entity 978.810 715.637 495.140 


to TRS — net pension liability 


Net Pension Liability 

In accordance with GASB 68, employers and nonemployer contributing entities are required to recognize and report 
certain amounts associated with their participation in the TRS. GASB 68 became effective June 30, 2015, and 
includes requirements for participants to record and report their proportionate share of the collective net pension 
liability, pension expense, deferred inflows of resources, and deferred outflows of resources associated with 
pensions. In accordance with GASB 68, the TRS has a special funding situation in which the State is legally 
responsible for making contributions directly to TRS that are used to provide pension benefits to the retired 
members of the TRS. Due to the existence of this special funding situation, the State is required to report a 
proportionate share of a local government or school district’s collective net pension liability that is associated with 
the non-State employer. 


(dollars presented in thousands) 


Net Pension Liability | Net Pension Liability Percent of 
as of 6/30/18 as of 6/30/19 Collective NPL 
State's as an employer entity $ 47407 $ 46,493 2.411113 % 
State's as a nonemployer entity 700,417 715,637 37.112880 % 
State of Montana totals $ 747,824 $ 762,130 39.523993 % 


At June 30, 2020, the State reported a liability of $762.1 million for its proportionate share of the net pension 
liability as an employer and nonemployer contributing entity. The net pension liability was measured as of June 30, 
2019, and the total pension liability used to calculate the net pension liability was determined by an actuarial 
valuation as of July 1, 2019. The employer’s proportion of the net pension liability was based on the State’s 
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contributions received by the TRS during the measurement period, July 1, 2018, through June 30, 2019, relative to 
all contributions received from the TRS’s participating employers and the nonemployer contributing entity. 


Changes in actuarial assumptions and methods: The GABA for Tier Two members is a variable rate 
between 0.5% and 1.5% as determined by the TRS. Since an increase in the amount of the GABA is not 
automatic and must be approved by the TRS, the assumed increase was lowered from 1.5% to the current 
rate of 0.5% per annum. 


Changes in benefit terms: There have been no changes in benefit terms since the previous measurement 
date. 


Changes in proportionate share: There were no changes between the measurement date of the collective 
net pension liability and the employer’s reporting date. 


Employer Pension Expense and Nonemployer Contributing Entity Special Funding Grant Expense 

At June 30, 2020, the State as an employer recognized a pension expense of $15.2 million for its proportionate share 
of the collective TRS pension expense. The State as a nonemployer contributing entity also recognized grant 
expense of $69.3 million for special funding support provided by the State’s General Fund for its proportionate share 
of the collective TRS pension expense that is associated with other employer participants in the TRS. Total pension- 
related expenses for fiscal year 2020 was $83.4 million. 


Deferred Outflows and Inflows 
At June 30, 2020, the State as an employer recognized a beginning deferred outflow of resources for fiscal year 2019 
contributions of $16.5 million. 


As of the fiscal year ended June 30, 2020, the State as an employer reported its proportionate share of deferred 
outflows of resources and deferred inflows of resources related to the TRS from the following sources: 


(in thousands) 
Deferred Outflows Deferred Inflows of 


of Resources Resources 
Difference between expected and actual 
experience $ 308 $ _ 
Net difference between projected and actual 451 = 
earnings on pension plan investments 
Change of assumptions 2,321 104 


Changes in proportion and differences between 
employer contributions and proportionate 13,034 815 
share of contributions 


Contributions paid to TRS subsequent to the 16.686 
measurement date — FY 2020 contributions : ~~ 
Totals $ 32,800 $ 919 


Amounts reported as deferred outflows of resources related to pensions resulting from the employer’s contributions 
made subsequent to the June 30, 2019, measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ended June 30, 2021. 


Other amounts reported as deferred outflows of resources and inflows of resources related to pensions will be 
recognized in pension expense as follows: 
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(in thousands) 


Amount recognized in Pension 
Expense as an increase or 


Year ended June 30: (decrease) to Pension Expense 

2021 $ 8,418 
2022 4,854 
2023 1,550 
2024 373 


At June 30, 2020, the State as a nonemployer contributing entity recognized a beginning deferred outflow of 
resources for fiscal year 2019 contributions of $44.3 million. 


As of the fiscal year ended June 30, 2020, the State as a nonemployer contributing entity reported its proportionate 
share of deferred outflows of resources and deferred inflows of resources from the following sources: 


(in thousands) 
Deferred Outflows Deferred Inflows 


of Resources of Resources 
Difference between expected and actual experience $ 4,737 $ _ 
Net difference between projected and actual 6.937 _ 
earnings on pension plan investments : 
Changes of assumptions 35,734 1,604 
Changes in proportion and differences between 
employer contributions and proportionate share 5,011 28,569 
of contributions 
Contributions paid to TRS subsequent to the 44.841 _ 
measurement date — FY 2020 Contributions : 
Totals $ 97,260 $ 30,173 


Amounts reported as deferred outflows of resources related to pensions resulting from the nonemployer’s 
contributions subsequent to the June 30, 2019, measurement date will be recognized as a reduction of the net 
pension liability in the fiscal year ended June 30, 2021. 


Other amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in grant 
expense as follows: 


(in thousands) 


Amount recognized in Grant 
Expense as an increase or 
Year ended June 30: _ (decrease) to Grant Expense 


2021 $ 16,683 
2022 (173) 
2023 (8) 
2024 5,744 


D. Legal Actuarial Status of Plans 


The Montana Constitution, Article VIII, Section 15, and Section 19-2-409, MCA state that public retirement systems 
shall be funded on an actuarially sound basis. To maintain a fund on an actuarially sound basis, the rate of 
contributions should fund the normal cost, in addition to amortizing the unfunded liability over a period not to 
exceed 30 years. 


A traditional funding actuarial valuation of each of the defined benefit plans is performed annually. The purpose of 
the traditional funding actuarial valuation is to measure funding progress and to determine the actuarial determined 
contribution, contribution sufficiency or deficiency, and other actuarial information necessary for monitoring 
funding position. The most recent actuarial valuation was performed for fiscal year ended June 30, 2020. The 
statutory funding rate is tested in the valuation of each public retirement plan to determine if it is sufficient to cover 
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the normal cost rate plus an amortization payment of the unfunded actuarial liability, if any, within 30 years. As of 
June 30, 2020, the Game Warden & Peace Officers’ Retirement System (GWPORS), the Highway Patrol Officers’ 
Retirement System (HPORS), and the Public Employees’ Retirement System-Defined Benefit Retirement Plan 
(PERS-DBRP) were not in compliance and do not amortize within 30 years. 


E. Public Employee Defined Contribution Retirement Plans 


Public Employees’ Retirement _System-Defined Contribution Retirement Plan — The Public Employees’ 
Retirement System - Defined Contribution Retirement Plan (PERS-DCRP) is a multiple Employer plan established 
July 1, 2002, and governed by Title 19, Chapters 2 & 3, MCA. This plan is available to eligible employees of the 
State, Montana University System, local governments, and school districts. All new PERS members are initially 
members of the PERS-DBRP and have a 12-month window during which they may choose to transfer to the PERS- 
DCRP, or remain in the PERS-DBRP, by filing an irrevocable election. If an election is not filed, the member 
remains in the PERS-DBRP. Members may not be members of both the defined contribution and defined benefit 
retirement plans. The PERS-DBRC provides retirement, disability, and death benefits to plan members and their 
beneficiaries. 


Member and Employer contribution rates are established by state law and may be amended only by the Legislature. 
Employees contribute at a rate of 7.90% of their compensation. Contributions made to the plan by an employee 
remain 100% vested in their interest. Members who achieve 5 years of employment are vested in the plan. Should 
they terminate prior to this 5-year period, all employer contributions are forfeited to the plan. Amounts forfeited are 
held in a separate plan forfeiture account and can only be used to pay the administrative expenses, including startup 
costs, of the plan. Total pension expense for the State as a PERS-DCRP employer for the year ended June 30, 2020, 
is $8.3 million and, contribution forfeitures were $448.6 thousand. 


Local government entities contribute 8.67% of member compensation. School district employers contributed 8.40% 
of member compensation. The State contributes 0.10% of member compensation on behalf of local government 
entities and 0.37% of member compensation on behalf of school district entities. Each State agency and University 
employer contributed 8.77% of member compensation. 


The total contribution rate of 8.77%, referenced in the preceding paragraph, is allocated as follows: 8.43% to the 
member’s retirement account; 0.04% to the defined contribution education fund; and 0.30% to the defined 
contribution Other Post Employment Benefit (OPEB) disability plan. 


The PERS-DCRP also administers an OPEB disability plan. Refer to PERB's annual financial report for additional 
information related to this portion of the plan. 


457-Deferred Compensation Plan — The 457-Deferred Compensation Plan (457-Plan) is a voluntary supplemental 
retirement savings plan established in 1974. The Deferred Compensation Plan is governed by Title 19, Chapter 50, 
MCA, in accordance with Internal Revenue Code (IRC) Section 457. This plan is available to all employees of the 
State, Montana University System, and contracting political subdivisions. The State and 60 non-state entity 
employers participate in the 457-Plan. 


Assets of the Deferred Compensation Plan are required to be held in trusts, custodial accounts, or insurance 
company contracts for the exclusive benefit of participants and their beneficiaries. Empower Retirement™ is the 
record keeper for the plan. Participants elect to defer a portion of their salary, within IRC limits. The deferred salary 
is not available to employees until separation from service, retirement, death, or upon an unforeseeable emergency 
while still employed, provided IRS-specified criteria are met. 


F. Montana University System Retirement Program 


Montana University System-Retirement Program (MUS-RP) — This system was established in January 1988 and 
is underwritten by the Teachers Insurance and Annuity Association (TIAA). Effective July 1, 1993, MUS-RP was 
made the mandatory retirement plan for new faculty and administrative staff with contracts under the authority of 
the Board of Regents, previously referred to as the Optional Retirement Program (ORP). The MUS-RP is a defined 
contribution retirement plan governed by Title 19, Chapter 21, MCA. Combined contributions to the faculty and 


professional staff plan cannot exceed 13% of the participant’s compensation per Section 19-21-203, MCA. 
Combined contributions to the classified staff plan are 16.67% per Section 19-3-316, MCA and Section 19-3-315, 
MCA. 


The benefits at retirement depend upon the amount of contributions, amount of investment gains and losses, and 
investment allocations by the participant. Individuals are immediately vested for both employee and employer 
contributions. The Montana University System records employee/employer contributions, and remits monies to 
TIAA. Total contributions made to the plan by the employer were $17.2 million, and the total employee 
contributions were $19.9 million for the fiscal year ended June 30, 2020. 


G. Method Used to Value Investments 


The Montana Board of Investments (BOI) manages the investments, as authorized by state law, for the defined 
benefit retirement plans in two investment pools, the Consolidated Asset Pension Pool (CAPP) and the Short-Term 
Investment Pool (STIP). CAPP is an internal investment pool and STIP is an external investment pool. Each 
retirement plan’s ownership in the pools is based on the funds contributed. Individual investments in the pools are 
not specifically identified to the respective retirement plan. Investments are reported at either fair value or cost, 
depending on the underlying investment type. Fixed income and equity investments classified in Level 1 of the fair 
value hierarchy are valued using prices quoted in active markets for those securities. Fixed income investments 
classified in Level 2 of the fair value hierarchy are valued using a Matrix pricing technique. Matrix pricing is used to 
value securities based on the securities' relationship to benchmark quoted prices. Mortgages are present value 
adjusted. Investment valuation not classified within the fair value measurement levels are reported at Net Asset 
Value. Further detail related to investments is provided in Note 3. 


H. Long-term Contracts for Contributions 


Per Section 19-2-706, MCA, the Montana Legislature enacted a provision of the Employee Protection Act (EPA) 
allowing state and university system employees who are eligible for a service retirement and whose positions have 
been eliminated, to have their employer pay a portion of the total cost of purchasing up to three years of “1-for-5” 
additional service. In fiscal year 2020, 261 employees participated in the program. 


The Employer has up to ten years to complete payment for the service purchases and is charged the actuarially 
required rate of return as established by MPERA on the unpaid balance. Total contributions received (including 
interest) during fiscal year 2020 totaled $17.9 thousand. The outstanding balance at June 30, 2020, totaled $9.2 
thousand. 


I. Litigation 


Tadman, et al. v. State. A retired member of the Sheriffs' Retirement System filed a class action in the Eighth 
Judicial District of Montana against the State of Montana on October 6, 2015, alleging the inappropriate advising, 
reporting, and withholding of state and federal income taxes on certain line-of-duty disability benefits before 
conversion to a normal retirement benefit. The State was served with the Complaint on November 25, 2015, and is 
represented by Jean Faure and Jason Holden of the Faure Holden law firm in Great Falls, Montana. On June 11, 
2019, the Court issued an Order granting Plaintiff's Motion to Certify Class. The Court has defined the prospective 
class of plaintiffs in this matter and the parties were instructed by the Court to meet and confer to agree on the class 
form of notice and notice plan concerning the matter. Counsel representing the class are Lawrence A. Anderson 
from Great Falls, Montana and Tom and Sean Morrison from Helena, Montana. 


Murnion v. MPERA and PERB. A retired member of the Public Employees! Retirement System appealed a Final 
Order of the PERB upholding the Hearing Examiner's Proposed Findings of Fact and Conclusions of Law 
determining that the retired member was not entitled to full-time PERS service credit for his part-time years of 
employment. On March 15, 2019, the retired member filed a Petition for Appeal of Agency Action and Complaint in 
the First Judicial District of Montana to appeal the PERB's Final Order under the provisions of the Montana 
Administrative Procedure Act (MAPA). On June 26, 2019, MPERA filed a motion to vacate any forthcoming 
Scheduling Order, set a briefing schedule to control the judicial review of this matter, and dismiss the retired 
member's Count II and III for failure to state a claim within the Court's jurisdiction, or, in the alternative, confine 
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any review of each claim to the administrative record. On July 12, 2019, a Scheduling Order was issued by the Court 
calling for additional periods for discovery and setting a date for a two-day non-jury bench trial beginning on July 8, 
2020. On July 15, 2019, Petitioner filed a response to MPERA's motion, and MPERA filed a reply on July 19, 2019. 
MPERA filed a notice of submittal on July 22, 2019. On August 21, 2020, an amended Scheduling Order was issued 
by the Court extending deadlines for periods of discovery as well as all pre-trial dates. This matter was settled 
between the parties on October 8, 2020. 


PERB y. Lewis and Clark County. On May 1, 2020, the PERB filed a Complaint for Declaratory Relief in the First 
Judicial District of Montana against Lewis and Clark County. This complaint asked the Court to rule that the 
Montana Constitution, Article VIII, Section 15, vests the PERB with the authority to actuarially determine the 
amount of the unfunded pension liabilities attributable to a component unit of Lewis and Clark County that has 
terminated its participation in a PERB administered defined benefit plan, and compel the payment of and collect this 
unfunded pension liability upon this component unit's termination. On May 13, 2020, Lewis and Clark County filed 
a motion to dismiss the Complaint. This motion has been fully briefed by both parties and the PERB awaits a ruling 
from the Court. On Junel, 2020, the PERB filed its First Amended Complaint amending its original pleading to add 
a claim for breach of contract against Lewis and Clark County. On June 18, 2020, Lewis and Clark County filed a 
motion to dismiss PERB's First Amended Complaint. This motion has been fully briefed and the PERB awaits a 
ruling from the Court. 


Montana Association of Counties (MACo), Lewis and Clark County, and Cascade County v. PERB and MPERA. 
On May 1, 2020, the MACo filed a Complaint for Declaratory Judgement, Injunctive Relief, and a Writ of 
Prohibition against the PERB and MPERA in the First Judicial District Court of Lewis and Clark County. This 
Complaint asked the Court to rule that the Montana Constitution, Article VIII, Section 15, does not vest the PERB 
with the authority to determine and collect unfunded pension liabilities owed to the PERS-DBRP trust as a result of 
partial withdrawals of employees or reductions in force, and that the 1947 Contract between the PERB and Lewis 
and Clark County and Cascade County, as well as other similar agreements between the PERB and all other 
Montana counties, does not vest the PERB with the authority to determine and collect unfunded pension liabilities 
owed to the PERS-DBRP trust as a result of partial withdrawals of employees or reductions in force, and that MACo 
is entitled to a preliminary and permanent injunction enjoining PERB from assessing withdrawal penalties against 
Montana counties, and that MACo is entitled to a Writ of Prohibition arresting the PERB from assessing withdrawal 
penalties against Montana counties. On May 15, 2020, MACo amended its original pleading by filing its First 
Amended Complaint. This amendment added the additional parties of Lewis and Clark County and Cascade County 
to this action as plaintiffs as well as the additional claims for breach of express and implied contract. On June 25, 
2020, the PERB filed a Motion to Dismiss, or in the Alternative, Partial Summary Judgement with regard to the 
Plaintiffs' Count II, IV, V, and VI. This motion has been fully briefed by all parties and PERB awaits a ruling from 
the Court. 


NOTE 7. OTHER POSTEMPLOYMENT BENEFITS (OPEB) 
A. General Information Non-trust Plans 


The State of Montana (State) and the Montana University System (MUS) provide optional postemployment 
healthcare benefits in accordance with Section 2-18-704, MCA to the following employees and dependents who 
elect to continue coverage and pay administratively established contributions: (1) employees and dependents who 
retire under applicable retirement provisions and (2) surviving dependents of deceased employees. Medical, dental, 
and vision benefits are available through this plan. The State and MUS offer OPEB plans that are not administered 
through trusts; as such, there are no plan assets accumulated to offset the total OPEB liability. 


In accordance with Section 2-18-704, MCA, the State provides post-retirement health insurance benefits to eligible 
employees who receive retirement benefits from the Public Employees’ Retirement System (PERS) or various other 
State retirement systems, and elect to start medical coverage within 60 days of leaving employment. Retirement 
eligibility criteria differ by State retirement plan. Further detail on State Retirement Plans is provided in Note 6. 
MUS provides post-retirement health insurance benefits to eligible employees who receive retirement benefits from 
their plan, or an annuity under the MUS-RP, and have been employed by MUS for at least five years, are age 50, or 
have worked 25 years with MUS. They must elect to start medical coverage within 60 days of leaving employment. 
Spouses, unmarried dependent children, and surviving spouses are also eligible for both plans. 


Montana State Fund, a discretely presented component of the State and participant in the State OPEB plan, by 
statute, prepares separately issued financial statements on a calendar year-end basis. Due to the difference in 
reporting period, there will be a variance between the note disclosures and the financial statements for OPEB related 
information. 


B. Plan Descriptions 


Both healthcare OPEB plans for the State and MUS are reported as single-employer plans. In addition to the primary 
government, the participating employers under the State OPEB plan are Facility Finance Authority, Montana Board 
of Housing, Public Employees’ Retirement System, Montana State Fund, and Teachers’ Retirement System. The 
participating employers under the MUS OPEB plan are Office of Commissioner of Higher Education (OCHE), 
Montana State University - Billings (MSU-Billings), Montana State University - Bozeman (MSU-Bozeman), Great 
Falls College MSU, Montana State University - Northern (MSU-Northern), Montana Technological University, 
Helena College UM, University of Montana - Missoula (UM-Missoula), and University of Montana - Western (UM- 
Western). Participating employers under MUS, but excluded from the total OPEB liability due to not qualifying as 
component units, are Dawson Community College (Dawson CC), Flathead Valley Community College (Flathead 
CC), and Miles Community College (Miles CC). Each participating employer is required to disclose additional 
information as required per GASB Statement No. 75, Accounting and Financial Reporting for Postemployment 
Benefits Other than Pensions (GASB 75). 


The State and MUS pay for post-employment healthcare benefits on a pay-as-you-go basis. Section 2-18-812, MCA 
gives authority for establishing and amending the funding policy to the Department of Administration for the State 
group health insurance plan. Section 20-25-1310, MCA gives authority for establishing and amending the funding 
policy to the Board of Regents for the MUS group health insurance plan. The healthcare OPEB plans allow retirees 
to participate, as a group, at a rate that does not cover all of the related costs. This results in reporting the total OPEB 
liability in the related financial statements and note disclosures. Reported contributions are not a result of direct 
funding to the plans or for associated liabilities, but are a measure of the difference in retiree payments into the plans 
and actual medical costs associated with those individuals paid for by the plans. 


As of December 31, 2019, the State OPEB plan’s administratively established retiree medical premiums vary 
between $448.00 and $1,777.00 per month, depending on the medical plan selected, family coverage, and Medicare 
eligibility. Administratively established dental premiums vary between $41.10 and $70.00 per month and vision 
hardware premiums vary between $7.64 and $22.26 per month, depending on the coverage selected. The plan 
provides different coinsurance amounts and deductibles depending on whether members use in-network or out-of- 
network providers. Once retiree members become Medicare eligible, the plan automatically processes claim 
reimbursement as the secondary insurer, even if the member is not enrolled in Medicare. 
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As of June 30, 2020, the MUS OPEB plan’s administratively established retiree medical premiums vary between 
$368.00 and $2,746.00 per month. Retiree dental premiums vary between $52.00 and $156.00 per month, while 
vision premiums vary from $10.70 to $31.18, depending on the types and number of dependents enrolled and which 
medical Third Party Administrator (TPA) was selected. The plan provides different coinsurance amounts and 
deductibles depending on whether members use in-network or out-of-network providers. The plan automatically 
reduces claim reimbursement for members eligible for Medicare, even if the member is not enrolled in Medicare. 
The premium changes were based on actual claims experience and actuarial projections based on the experience and 
trends. 


C. Basis of Accounting 


Total OPEB liability is reported on an accrual basis on the proprietary and fiduciary fund financial statements, the 
government-wide financial statements, and the component unit financial statements. Total OPEB liability is not 
reported on the governmental fund financial statements, as it is considered a long-term liability. Plan member 
contributions are recognized in the period in which the contributions are made. Benefits and refunds are recognized 
when due and payable in accordance with the terms of each plan. 


Both OPEB plans state, that an employee enrolled in the OPEB plan, who (a) at least meets the early retirement 
criteria defined by Montana Public Employees’ Retirement Administration (MPERA); and (b) makes arrangements 
with their respective benefit office, within 60 days of the date active employee coverage ends, to continue post- 
retirement coverage, may continue with the OPEB plan on a self-pay basis, retroactive back to the date active 
employee coverage was lost, and adhere to these provisions. Therefore, each plan does not include terminated 
employees who have accumulated benefits but are not yet receiving them. There have been no significant changes in 
the number covered or the type of coverage as of June 30, 2020. 


The number of State Plan participants as of March 31, 2020, follows: 


State Plan Participants 
Facility Montana Public Employee Montana — Teachers 
Finance Board Retirement State —_ Retirement 
Enrollment State  Authority® — of Housing ” Board “ Fund” System” Total 
Active employees 12,056 1 12 48 2719 21 12,417 
Retired employees, 
spouses, and 
surviving spouses 2,514 2 3 1 20 6 2,546 
Total 14,570 3 15 49 299 27 14,963 
The number of MUS Plan participants as of March 31, 2020, follows: 
MUS Plan Participants 
UM- 
MSU- UM- MSU- MSU- MSU- UM- MT UM- 
Enrollment GFC” HC” Billings” Bozeman” Northern® OCHE™ Missoula” Tech” Western” Total 
Active employees 110 82 451 3,136 171 63 1,874 388 191 6,466 
Retired employees, 
spouses, and 
surviving spouses 7 14 117 493 34 17 500 102 56 1,340 
Total 117 96 568 3,629 205 80 2,374 490 247 7,806 


") Primary Government 
® Discrete Component Units of Primary Government 


D. Schedule of Changes in Total OPEB liability 


The following table presents the other items related to and changes in the total OPEB liability: 


Annual OPEB Cost & Changes in Total OPEB liability 
(in thousands) 


State Plan MUS Plan 


Discrete Discrete 
Primary Component Primary Component 
Government Unit Total Government Unit Total 
Total OPEB OPEB Total State | Total OPEB OPEB Total MUS 


Liability Liability Plan Liability Liability Plan 

Balances at 6/30/2019 $ 54,593 $ 1,104 $ 55,697 |$ 425 $ 38,923 $ 39,348 
Changes for the year: 

Service cost 1,899 47 1,946 11 1,725 1,736 

Interest 1,554 32 1,586 12 1,118 1,130 

Difference between expected and 

actual experience (9,504) 95 (9,409) (162) (14,853) (15,015) 

re of assumptions or other (1,828) (49) (1,877) (18) (1,773) (1,791) 

Benefit payments (585) (16) (601) 15 1,426 1,441 

Net changes (8,464) 109 (8,355) (142) (12,357) (12,499) 

Balances at 6/30/2020 $ 46,129 $ 1,213 $ 47,342 1$ 283 $ 26,566 $ 26,849 


") State and discretely presented component units proportion of the collective total OPEB liability as of the measurement date for fiscal years 2019 and 
2020 for the State Plan was 100% both years and for the MUS Plan is 95.59% and 94.92%, respectively. 


E. Actuarial Methods and Assumptions 


The total OPEB liability (TOL) measured under GASB 75 is based upon service cost and more standardized 
reporting assumptions than prior GASB Statements. As a pay-as-you-go public entity, GASB 75 requires a 20-year 
current municipal bond discount rate to establish an Actuarially Determined Contribution (ADC). The GASB 75 
valuation is further required to show both historical and projected future net changes in TOL, as well as sensitivity to 
changes in key underlying assumptions. Actuarially determined amounts are subject to continual revisions, meaning 
actual results are compared with past expectations and new estimates are made about the future. Actuarial 
calculations reflect a long-term perspective. The projection of benefits for financial reporting purposes does not 
explicitly incorporate the potential effects of legal or contractual funding limitations on the pattern of cost-sharing 
between the employer and plan members in the future. 


The schedule of changes in the State’s and MUS's TOL and related ratios, presented as required supplementary 
information following the notes to the financial statements is designed to present multi-year trend information about 
whether the actuarial value of plan TOL is increasing or decreasing over time relative to the actuarial liabilities for 
benefits. The schedule of changes in the State’s and MUS's TOL and related ratios are based on the substantive plan 
(the plan as understood by the employer and the plan members). This includes the types of benefits provided at the 
time of each valuation and the historical pattern of sharing of benefit costs between the employer and plan members 
to that point. 
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The State's OPEB Plan TOL on December 31, 2019, rolled forward to March 31, 2020, actuarial valuation was 
determined using the following actuarial assumptions and other inputs, applied to all periods included in the 
measurement, unless otherwise specified: 


Other Postemployment Benefits 
State Single Employer Plan 


Retiree/Surviving 


Spouse Spouse 

Contributions (weighted average): 

Before Medicare eligibility $ 14,772 $ 5,470 

After Medicare eligibility 5,376 4,659 
Actuarial valuation date December 31, 2019 
Experience study period January 1, 2017 through December 31, 2019 
Actuarial measurement date” March 31, 2020 
Actuarial cost method Entry age normal funding method 
Amortization method Open basis 
Asset valuation method Not applicable since no assets meet the definition 


of plan assets under GASB 75 


Actuarial assumptions: 


Discount rate 2.15% 
Projected payroll increases 2.50% 
Participation: 
Future retirees 40.00% 
Future eligible spouses 70.00% 
Marital status at retirement 70.00% 


(") Updated procedures were used to roll forward the total OPEB liability to the measurement date. 


Mortality - Health: For TRS, healthy mortality is assumed to follow the RP-2000 Healthy Annuitant 
Mortality Table for ages 50 and above and the RP-2000 Combined Healthy Annuitant Mortality Table for 
ages below 50, set back four years for males, set back two years for females, with mortality improvements 
projected by Scale BB to 2018. For all other groups, healthy mortality is assumed to follow the RP-2000 
Combined Mortality Table with improvements projected by Scale BB to 2020, set back one year for males. 


Mortality - Disabled: For TRS, disabled mortality is assumed to follow the RP-2000 Disabled Mortality 
Table, set forward one year for males and set forward five years for females, with mortality improvements 
projected by Scale BB to 2018. For all other groups, disabled mortality is assumed to follow the RP-2000 
Combined Mortality Table with no projections. 


Changes in actuarial assumptions and methods since last measurement date: Changes in actuarial 
assumptions include a participation rate reduction from 55% to 40% based on recent experience study, a 
revision to rates per the Retirement System pension valuations as of July 1, 2019, and the interest/discount 
rate was based on the average of multiple March 31, 2020 municipal bond rate sources. 


Changes in benefit terms since last measurement date: None 
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Additional information as of the latest actuarial valuation for MUS OPEB plan follows: 


Other Postemployment Benefits 
MUS Single Employer Plan 


Retiree/Surviving 


Spouse Spouse 
Contributions (in thousands): 
Before Medicare eligibility $ 11,212 $ 9,199 
After Medicare eligibility 4,301 5,295 
Actuarial valuation date December 31, 2019 


Actuarial measurement date) March 31, 2020 


Experience study period January 1, 2017 through December 31, 2019 
Actuarial cost method Entry age normal funding method 
Amortization method Open basis 
Asset valuation method Not applicable since no assets meet the definition of 
plan assets under GASB 75 

Actuarial assumptions: 

Discount rate 2.15% 

Projected payroll increases 2.50% 

Participation: 

Future retirees 40.00% 


Future eligible spouses 70.00% 
Marital status at retirement 70.00% 


(") Updated procedures were used to roll forward the total OPEB liability to the measurement date. 


Mortality - Healthy: For TRS and MUS-RP, healthy mortality is assumed to follow the RP-2000 Healthy 
Annuitant Mortality Table for ages 50 and above and the RP-2000 Combined Healthy Annuitant Mortality 
Table for ages below 50, set back four years for males, set back two years for females, with mortality 
improvements projected by Scale BB to 2018. For all other groups, healthy mortality is assumed to follow 
the RP-2000 Combined Mortality Table with improvements projected by Scale BB to 2020, set back one 
year for males. 


Mortality - Disabled: For TRS For TRS and MUS-RP, disabled mortality is assumed to follow the RP-2000 
Disabled Mortality Table, set forward one year for males and set forward five years for females, with 
mortality improvements projected by Scale BB to 2018. For all other groups, disabled mortality is assumed 
to follow the RP-2000 Combined Mortality Table with no projections. 


Changes in actuarial assumptions and methods since last measurement date: Changes in actuarial 
assumptions include a participation rate reduction from 55% to 40% based on recent experience study, a 
revision to rates per the Retirement System pension valuations as of July 1, 2019, and the interest/discount 
rate was based on the average of multiple March 31, 2020 municipal bond rate sources. 


Changes in benefit terms since last measurement date: Changes in benefit terms include increased annual 
deductible and out-of-pocket maximums. 
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Sensitivity of the TOL to changes in the discount rate 

The following presents the TOL of the State and MUS OPEB plans, as well as what they would be if calculated 
using a discount rate that is 1-percentage-point lower (1.75 percent) or 1-percentage-point higher (3.75 percent) than 
the current discount rate: 


State OPEB plan (in thousands) 


Current Discount Rate 


1.0% Decrease (1.75%) (2.75%) 1.0% Increase (3.75%) 
Primary Government $ 59,852 $ 46,129 $ 36,138 
Discrete Component Units 1,616 1,213 916 


Total OPEB liability $ 61,468 $ 47,342 $ 37,054 


MUS OPEB plan (in thousands) 


Current Discount Rate 


1.0% Decrease (1.75%) (2.75%) 1.0% Increase (3.75%) 
Primary Government $ 382 $ 283 $ 211 
Discrete Component Units 35,949 26,566 19,794 


Total OPEB liability $ 36,331 $ 26,849 $ 20,005 


Sensitivity of the TOL to changes in the healthcare cost trend rates 

The following presents the TOL of the State and MUS OPEB plans, as well as what they would be if calculated 
using healthcare cost trend rates that are 1-percentage-point lower (5.0 percent) or 1-percentage-point higher (7.0 
percent) than the current healthcare cost trend rates: 


State Plan (in thousands) 


Current Healthcare Cost 
1.0% Decrease (5.0%) Trend Rate (6.0%) 1.0% Increase (7.0%) 


Primary Government $ 36,175 $ 46,129 $ 60,223 
Discrete Component Unit 915 1,213 1,630 
Total OPEB liability $ 37,090 $ 47,342 $ 61,853 


MUS Plan (in thousands) 


Current Healthcare Cost 
1.0% Decrease (5.0%) Trend Rate (6.0%) 1.0% Increase (7.0%) 


Primary Government $ 211 $ 283 $ 384 
Discrete Component Unit 19,731 26,566 36,276 
Total OPEB liability $ 19,942 §$ 26,849 $ 36,660 
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OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEB 
For the year ended June 30, 2020, the State OPEB plan's OPEB expense is $2.5 million and the MUS OPEB plan's 
OPEB expense is $1.5 million. 


At June 30, 2020, the State OPEB plan deferred outflows and inflows of resources are from the following sources: 


State Plan (in thousands) 


Deferred Outflows of Deferred Inflows of 
Resources Resources 
Primary Government 
Difference between expected and actual experience $ — $ 12,210 
Changes of assumptions or other inputs 16,160 15,732 
Total $ 16,160 $ 27,942 
Discrete Component Units 
Difference between expected and actual experience $ 132 $ 137 
Changes of assumptions or other inputs 431 420 
Amounts associated with transactions subsequent to the 
measurement date of the total OPEB liability’ 4 _— 
Total $ 567 $ 557 


In prior years, the amounts deferred for transactions subsequent to the measurement date of the total OPEB liability were employer contributions. In the year 
ending June 30, 2020, such contributions were significantly reduced or nonexistent because fewer medical claims were experienced during the period 
subsequent to the measurement date. This was due to postponement of procedures, by hospitals and clinics, in response to the COVID-19 pandemic. 


At June 30, 2020, MUS OPEB plan deferred outflows and inflows of resources are from the following sources: 


MUS Plan (in thousands) 
Deferred Outflows of Deferred Inflows of 
Resources Resources 

Primary Government 
Difference between expected and actual experience $ — $ 159 
Changes of assumptions or other inputs 106 113 

Total $ 106 $ 272 
Discrete Component Units 
Difference between expected and actual experience $ — $ 14,663 
Changes of assumptions or other inputs 10,352 11,070 

Total $ 10,352 $ 25,733 


In prior years, the amounts deferred for transactions subsequent to the measurement date of the total OPEB liability were employer contributions. In the year 
ending June 30, 2020, such contributions were significantly reduced or nonexistent because fewer medical claims were experienced during the period 
subsequent to the measurement date. This was due to postponement of procedures, by hospitals and clinics, in response to the COVID-19 pandemic. 


Deferred outflows of resources and deferred inflows of resources related to TOL will be recognized as OPEB 
expense as follows: 
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Amount recognized in OPEB expense as an increase or (decrease) to OPEB 
expense 


State Plan (in thousands) 


Discrete Component 


Year ended June 30 Primary Government Units State Plan Total 
2021 $ (1,057) $ (1) $ (1,058) 
2022 (1,057) (1) (1,058) 
2023 (1,057) (1) (1,058) 
2024 (1,057) (1) (1,058) 
2025 (1,057) (1) (1,058) 
Thereafter (6,497) 11 (6,486) 


Amount recognized in OPEB expense as an increase or (decrease) to OPEB 


expense 
MUS Plan (in thousands) 
Discrete Component 
Year ended June 30 Primary Government Units MUS Plan Total 
2021 $ (14) $ (1,321) $ (1,335) 
2022 (14) (1,321) (1,335) 
2023 (14) (1,321) (1,335) 
2024 (14) (1,321) (1,335) 
2025 (14) (1,321) (1,335) 
Thereafter (96) (8,776) (8,872) 


F. General Information Trust Plan 


General Information 

Section 19-3-2141, MCA, establishes a long-term disability plan trust fund (PERS-DCRP Disability) for all State of 
Montana employees that participate in the Public Employee Retirement System-Defined Contribution Retirement 
Plan (PERS-DCRP). All new PERS members are initially members of the Public Employee Retirement System- 
Defined Benefit Retirement Plan (PERS-DBRP) and have a 12-month window during which they may choose to 
transfer to the PERS-DCRP or remain in the PERS-DBRP by filing an irrevocable election. If an election is not 
filed, the member remains in the PERS-DBRP. Members may not be members of both the defined contribution and 
defined benefit retirement plans. Only those participants that choose the PERS-DCRP are covered by the PERS- 
DCRP Disability plan. 


Plan Description 

The PERS-DCRP Disability is a multiple-employer cost-sharing plan that covers employees of the State, local 
governments, and certain employees of the university system and school districts, who are not covered by a separate 
retirement system governed by Title 19, MCA. The PERS-DCRP Disability plan provides disability benefits to 
PERS-DCRP plan members who are vested in the plan and are currently ineligible for retirement. 


A separate trust has been established for purposes of providing disability benefits to PERS-DCRP Disability plan 
members, and it is accounted for as a fiduciary fund. The assets are held in a trust capacity for the beneficiaries. The 
Public Employee Retirement System issues publicly available annual reports, which include financial statements and 
required supplemental information for the plan. Those reports may be obtained online (http://mpera.mt.gov) or by 
contacting the following: 


Public Employees’ Retirement Board 
100 North Park, Suite 200 

P.O. Box 200131 

Helena, MT 59620-0131 


G. Termination Benefits 


During the year ended June 30, 2020, the State made the following termination benefit arrangements: continued 
coverage of group health insurance benefits for one employee provided for up to six months, one-time lump-sum 
incentive payments for 15 employees, and paid administrative leave for 15 employees. 


During the year ended June 30, 2020, component units of the State made the following termination benefit 
arrangements: continued coverage of health insurance benefits and/or one-time incentive payments for 12 
employees. 


During the year ended June 30, 2020, the cost of termination benefits for the fiscal year was $107.1 thousand and 
$366.4 thousand for the State and its component units, respectively. 
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NOTE 8 RISK MANAGEMENT 


There are three primary government public entity risk pools and one claims-servicing pool that are reported within 
the enterprise funds. These pools include Hail Insurance, the Montana University System (MUS) Group Insurance 
Plan, the MUS Workers Compensation Program, and the Subsequent Injury claims-servicing pool. The State of 
Montana (Old Fund) provides risk financing as an entity other than a public entity risk pool. The liability and 
payment of the workers' compensation claims for incidents occurring before July 1, 1990, are reported in the 
government-wide financial statements within the primary government. Unpaid claims and claim adjustment 
expenses are estimated based on the ultimate cost of settling the claims, including the effects of inflation and other 
societal/economic factors. Additionally, the primary government reports its own risk management activity within 
two internal service funds: Employees Group Benefits Plans and Administration Insurance Plans. In all of these 
funds, there are no significant reductions in insurance coverage from the prior year. These funds use the accrual 
basis of accounting. By statute, these funds cannot invest in common stock. Investments are recorded at fair value. 
Premiums and discounts are amortized using the straight-line method over the life of the securities. 


A. Public Entity Risk Pools 


(1) Hail Insurance — Any Montana producer engaged in growing crops subject to destruction or damage by hail 
may participate in the Hail Insurance program. The Hail Insurance program issued 532 policies during the 2020 
growing season. This fund accounts for premium assessments paid by producers for crop acreage insured, 
investment and interest earnings, administrative costs, and claims paid for hail damage. Depending upon the reserve 
fund's actuarial soundness and the damage in a season, producers may receive a premium refund. Anticipated 
investment income is considered in computing a premium deficiency, of which there is none. 


A claim must be submitted to the State Board of Hail Insurance within 14 days of a loss occurrence. The claim must 
indicate whether the grain is stemming, in the boot, heading out, in the milk, in the stiff dough, ready to bind, or 
combine. If beans, peas, or other crops are damaged, the growth-stage must also be indicated. Inspection of a crop 
will occur as promptly as possible after claim receipt. The liability on all insured crops expires after October 1. The 
insurance only covers loss or damage to growing grain that exceeds 5.0% destruction by hail. 


To reduce its exposure to large losses, the fund purchased Crop Hail Quota Share Reinsurance for the 2020 growing 
season, with a 75.0% share of premiums and losses allotted to the Reinsurer and a 25.0% share of each allotted to 
the State Hail Insurance. The fund recorded a liability of $11.1 thousand, which is 25.0% of the estimated claims 
($42.6 thousand) plus adjustment expenses through June 30, 2020. The amount deducted from the estimated claims 
as of June 30, 2020, for reinsurance was $31.9 thousand (75.0% of estimated claims). The premiums ceded to the 
Reinsurer through June 30, 2020, were $844.6 thousand, which was 75.0% of total premiums of $1.1 million. 


Any crop insurance liability is paid to the producers within one year of occurrence; therefore, liabilities are not 
discounted. The fund has no excess insurance or annuity contracts. 


(2) Montana University System (MUS) Group Insurance Plan — This plan is authorized by the Board of Regents 
and in Section 20-25-13, MCA. The Plan's purpose is to provide medical, dental, prescription drug, and related 
group benefits coverage to employees of the Montana University System and affiliates, and their dependents, 
retirees, and COBRA members. The MUS Group Benefits Plan is fully self-insured, except for life insurance, long- 
term care, long-term disability, and accidental death and dismemberment insurance. Delta Dental administers the 
dental plan, Blue Cross and Blue Shield of Montana administers the vision plan, and Navitus is the administrator for 
the prescription drug program. Allegiance Benefit Plan Management, Blue Cross and Blue Shield of Montana, and 
Pacific Source are the three third-party claims administrators for the self-insured managed care plan. Allegiance 
Benefit Plan Management, Blue Cross and Blue Shield of Montana, and Pacific Source have contracts for utilization 
management. The utilization management program consists of hospital pre-authorization and medical necessity 
review as well as large case management. Premiums are collected from employees through payroll deductions and 
recorded in the MUS Group Insurance enterprise fund. The claims liability is calculated by Actuaries Northwest and 
estimated to be $10.3 million as of June 30, 2020, based on prior year experience. A liability is reported in the 
accompanying financial statements for these estimated claims. 


(3) Montana University System (MUS) Workers’ Compensation Program — This plan was formed to provide 
self-insured workers compensation coverage for MUS employees. The MUS Board of Regents provides workers’ 


compensation coverage under Compensation Plan Number One (Section 39-7-2101, MCA). The program is self- 
insured for workers’ compensation claims with losses in excess of $750.0 thousand per occurrence ($500.0 thousand 
for claims occurring prior to July 1, 2013) and $1.0 million per aircraft occurrence covered by reinsurance with a 
commercial carrier. Employer’s liability claims are covered to a maximum of $1.0 million above the self-insured 
amount of $750.0 thousand ($500.0 thousand for claims occurring prior to July 1, 2013). During fiscal year 2020, 
the program ceded $361.2 thousand in premiums to reinsurers. 


The MUS Workers' Compensation Program Committee establishes premium rates for all participating campuses 
based on actuarial calculations of premium need and composite premium rate. Premium rates are adjusted 
periodically based on inflation, claims experience, and other factors. Premiums are recorded as revenue in the MUS 
Workers’ Compensation Program in the period for which coverage is provided. Members may be subject to 
supplemental assessments in the event of deficiencies. The program considers anticipated investment income in 
determining if a premium deficiency exists. 


The fund recorded a liability of $4.8 million for estimated claims at June 30, 2020. The liability is based on the 
estimated ultimate cost of settling the reported and unreported claims, claims reserve development, including the 
effects of inflation, and other societal and economic factors. Estimated amounts of subrogation and reinsurance 
recoverable on unpaid claims are deducted from the liability for unpaid claims. Estimated claims liabilities are 
recomputed periodically based on a current review of claims information, experience with similar claims, and other 
factors. Adjustments to estimated claims liabilities are recorded as an increase or decrease in claims expense in the 
period the adjustments are made. 


(4) Subsequent Injury — The purpose of the Subsequent Injury Fund (SIF) is to assist individuals with a permanent 
impairment that may create an obstacle to employment by limiting workers' compensation exposure for employers 
who hire SIF-certified individuals. The program is funded through an annual assessment for Montana self-insured 
employers and a surcharge on premium for private insured and Montana State Fund policyholders. 


The Employment Relations Division sets the assessment and surcharge rates annually. The amount assessed is 
calculated by adding the amount of paid losses reimbursed by SIF from April | of the previous calendar year 
through March 31 of the current calendar year, plus administration expenses, less other income earned. Employers 
share in the reimbursement in two ways: (1) If self-insured, the reimbursement is based on their share of overall paid 
losses in the previous calendar year. (2) If insured through a private carrier or Montana State Fund, the 
reimbursement is based on both overall paid losses in the previous calendar year, and the amount of the employer's 
premium paid for their business. 


The SIF program reduces the liability of the employer (if self-insured) or insurer by placing a limit of 104 weeks on 
the amount an employer (if self-insured), or the employer’s insurer, will have to pay for medical and wage loss 
benefits in the event a worker who is SIF-certified becomes injured or re-injured on the job. SIF will assume liability 
for the claim when the 104 weeks is reached. For an insured employer, since the insurer's liability is limited to 104 
weeks on the claim, this can favorably impact the employer’s modification factor, which in turn could keep 
premiums lower than would otherwise be the case without SIF. For a self-insured employer, it provides a direct 
recovery of expenses paid for a workers’ compensation claim. If a certified worker does become injured on the job, 
the worker remains entitled to all benefits due under the Workers’ Compensation Act. 


An estimated liability is recorded based on a projected cost analysis and total population of registered SIF 
participants. As of June 30, 2020, this liability amount was estimated to be $2.4 million. 


(5) Changes in Claims Liabilities for the Past Two Years — As indicated above, these funds establish liabilities 
for both reported and unreported insured events, including estimates of future payments of losses and related claim 
adjustment expenses. The following tables present changes (in thousands) in those aggregate liabilities during the 
past two years. All information in these tables is presented at face value and has not been discounted. 
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MUS Group MUS Workers 
Hail Insurance Insurance Plan Compensation 
2020 2019 2020 2019 2020 2019 
Unpaid claims and claim adjustment 
expenses at beginning of year $ 17 $ 35 $ 10,000 $ 10,200 $ 6,789 $ 5,831 
Incurred claims and claim 
adjustment expenses: 
provision for insured events 
of the current year 793 422 92,564 88,473 1,992 2,523 
Increase (decrease) in provision for 
insured events of prior years (5) 96 — _ (2,485) 93 
Total incurred claims and claim 
adjustment expenses 788 518 92,564 88,473 (493) 2,616 
Payments: 
Claims and claim adjustment 
expenses attributable to insured 
events of the current year (782) (405) (92,264) (88,673) (539) (644) 
Claims and claim adjustment 
expenses attributable to 
insured events of prior years (12) (131) _— _ (920) (1,014) 
Total payments (794) (536) (92,264) (88,673) (1,459) (1,658) 
Total unpaid claims and claim 
adjustment expenses at end of year $ 11 $ 17 $ 10,300 $ 10,000 $ 4,837 $ 6,789 


B. Entities Other Than Pools 


(1) Administration Insurance Plans — This self-insurance plan provides coverage for general liability, automobile 
liability, automobile physical damage, foster care liability, and State-administered foreclosure of housing units. The 
State self-insures the $2.0 million deductible per occurrence for most property insurance, as well as various 
deductible amounts for other State property. The State also self-insures against property losses below $2.0 million of 
value, with State agencies paying the first $1.0 thousand. Commercial property insurance protects approximately 
$5.8 billion of State-owned buildings and contents. The State’s property insurance includes separate earthquake and 
flood protection coverage, with deductibles of $2.0 million for earthquake and $2.0 million for flood per occurrence. 
Premiums are collected from all state agencies, including component units, and recorded as revenue in the 
Administration Insurance Fund. 


An annual actuarial study prepared by Willis Towers Watson Company, and issued for the accident period July 1, 
2010, through June 30, 2020, is the basis for estimating the liability for unpaid claims and is supported by historical 
loss data. As of June 30, 2020, the estimated claims liability was $53.8 million. Of the $53.8 million estimated 
claims liability, $36.4 million is related to a catastrophic property loss for which the insurance proceeds were 
received prior to the incurred expenses. 


(2) Employee Group Benefits Plans — The medical and dental health plans provided by the State are fully self- 
insured with the State assuming the risk for claims incurred by employees of the State, elected officials, retirees, 
former employees covered by COBRA benefits, and their dependents. The State contracted with Allegiance as the 
third-party administrator for medical coverage. Delta Dental is the administrator for dental coverage. Navitus is the 
administrator for the pharmacy program. Contributions are collected through payroll deductions, deductions through 
the Public Employees Retirement Administration, the Legislative Branch, and self-payments. The contributions are 
recorded as revenue in the Employee Group Benefits internal service fund. As of June 30, 2020, estimates for claims 
liabilities, which include both incurred but not reported claims and grandfathered claims resulting from a 1998 
change in period for which the benefit coverage is available, as well as other actuarially determined liabilities, were 


$19.0 million as provided by Actuaries Northwest, a consulting actuarial firm. In fiscal year 2021, $18.8 million of 
these claims liabilities are estimated to be paid. 


(3) State of Montana (Old Fund) — State of Montana (Old Fund) covers workers’ compensation claims that were 
incurred before July 1, 1990. Old Fund was originally a risk financing insurance entity, but upon depletion of all of 
its assets, is now financed by the General Fund. The participants within the pool are individuals outside of 
governmental entities. 


An actuarial study prepared by Willis Towers Watson, as of June 30, 2020, estimated the cost of settling claims that 
have been reported but not settled and claims that have been incurred but not reported. At June 30, 2020, $48.3 
million of unpaid claims and claim adjustment expenses were reported at face value. 


(4) Changes in Claims Liabilities for the Past Two Years — These funds establish liabilities for both reported and 
incurred but not reported claims. Grandfathered claims are not included as they relate to future claims not yet 
incurred. The following table presents changes in the balances of claims liabilities during the past two fiscal years 
(in thousands). 


Administration Employers Group State of Montana 
Insurance Plans Benefits Plan Old Fund 
2020 2019 2020 2019 2020 2019 
Amount of claims liabilities at the 
beginning of each fiscal year $ 16,157 $ 15,180 $ 18896 $ 17,723 $ 44,266 $ 31,109 
Incurred claims: 
Provision for insured events 
of the current year 7,091 4,803 170,812 175,435 — — 
Increase (decrease) in provision for 
insured events of prior years 1,120 12,348 (4,377) (1,672) 12,616 22,193 
Total incurred claims 8,211 17,151 166,435 173,763 12,616 22,193 
Payments: 
Claims attributable to insured 
events of the current year (3,063) (2,167) (151,950) (156,695) _— — 
Claims attributable to 
insured events of prior years (3,874) (14,007) (14,399) (15,895) (8,602) (9,036) 
Total payments (6,937) (16,174) (166,349) (172,590) (8,602) (9,036) 
Total claims liability at end of 
each fiscal year $ 17,431 $ 16,157 $ 18,982 $ 18896 $ 48,280 $ 44,266 


{$36.4 million of additional claims for the Administration Insurance Plans not included in the table above, are related to a catastrophic 


property loss for which the insurance proceeds were received prior to the incurred expenses. 
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NOTE 9. COMMITMENTS 
A. Highway Construction 


At June 30, 2020, the Department of Transportation had contractual commitments of approximately $281.5 million 
for construction of various highway projects. Funding for these highway projects is to be provided from federal 
grants and matched with state special revenue funds. 


B. Capital Construction 


At June 30, 2020, the Department of Administration, Architecture & Engineering Division, had commitments of 
approximately $60.9 million for capital projects construction. The primary government will fund $40.4 million of 
these projects, with the remaining $20.5 million funded from the Montana University System. 


At June 30, 2020, Fish, Wildlife, and Parks had contractual commitments of approximately $1.9 million for 
engineering and construction of various capital projects. The majority of the funding for these projects is to be 
provided by federal grants and state special revenue funds. 


C. Loan and Mortgage Commitments 


The Montana Board of Investments (BOI) makes firm commitments to fund commercial loans, residential 
mortgages, and Veterans’ Home Loan Mortgages (VHLM) from the Coal Severance Tax Permanent Trust Fund. 
These commitments have expiration dates and may be extended according to BOI policies. As of June 30, 2020, 
BOI had committed, but not yet purchased, $21.7 million in loans from Montana lenders. In addition to the above 
commitments, lenders had reserved $8.1 million for loans as of June 30, 2020. As of June 30, 2020, another $825.9 
thousand represented lender reservations for the VHLM residential mortgage purchases with no purchase 
commitments. 


The BOI makes reservations to fund mortgages from the State’s pension funds. As of June 30, 2020, there were no 
mortgage reservations. All BOI residential mortgage purchases are processed by the Montana Board of Housing 
(MBOH). The MBOH does not differentiate between a mortgage reservation and a funding commitment. 


The BOI makes firm commitments to fund loans from the INTERCAP loan program. The BOI’s outstanding 
commitments to eligible Montana governments, as of June 30, 2020, totaled $29.6 million. 


D. Department of Corrections Bond Commitments 


At June 30, 2020, the outstanding tax-exempt bonds distributed by the Facility Finance Authority were issued in the 
amount of $10.3 million, of which $1.8 million in principal payments are scheduled to be paid by June 30, 
2021. These bonds have been issued to facilities operating treatment and pre-release centers. The Department of 
Corrections agrees to provide payment on behalf of the contractors for the total principal and interest regarding these 
outstanding bonds. These costs are then recovered through the center's monthly billing for inmate room and board. 


E. Department of Labor and Industry Commitments 


At June 30, 2020, the Department of Labor and Industry, had $1.9 million contractual commitments for Montana 
State AmeriCorps Programs and a $1.8 million commitment for information technology contracts. The funding for 
these programs is federal grants, state special revenue funds, and proprietary funds. 


F. Proprietary Fund Commitments 


Budgets are administratively established in the enterprise and internal service funds, excluding depreciation, 
compensated absences, and bad debt expense. Appropriations may be committed for goods/services that are not 
received as of fiscal year-end. These executory commitments are included in unrestricted net position in the 


accompanying financial statements as follows (in thousands): 


G. Encumbrances 


As of June 30, 2020, the State of Montana encumbered expenditures as presented in the table below (in thousands): 


Encumbrances 


Enterprise Funds 
BOI Municipal Finance Programs 
Liquor Warehouse 

State Lottery Fund 

Prison Industries 

Other Enterprise Funds 
Subtotal - Enterprise funds 


Internal Service Funds 


SABHRS Finance and Budget Bureau 
Investment Division 

Labor Central Services 

Subtotal - Internal Service funds 


Federal Special 


$ 


Revenue Fund 
39,219 $ 


General Fund 
16,769 §$ 


Amount 


$ 1,460 


Nonmajor 


Governmental 


Funds 


State Special 


Revenue Fund 


939 §$ 


50,452 $ 


Total 
107,379 
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NOTE 10. LEASES/INSTALLMENT PURCHASES PAYABLE 


The State has entered into various capital and operating leases for land, buildings, equipment, and computer 
software. Lease contracts are required by law to contain a clause indicating if the continuation of the lease is subject 
to funding by the Legislature. It is expected, in the normal course of operations, that most of these leases will be 
replaced by similar leases. 


A. Capital Leases/Installment Purchases 


Obligations under capital leases/installment purchases at June 30, 2020, were as follows (in thousands): 


Governmental Business-Type 
Fiscal Year Ending June 30: Activities Activities 

2021 $ 5,918 $ 12 
2022 4,419 11 
2023 2,905 4 
2024 2,003 — 
2025 1,571 — 
2026 - 2030 3,877 _ 
2031 - 2035 1,660 _ 
Total minimum payments 22,353 27 
Less: interest (1,736) (1) 

Present value of minimum payments $ 20,617 $ 26 


Assets acquired under capital leases for the primary government by asset class were as follows (in thousands): 


Asset Class 

Buildings $ 1,596 

Equipment 38,568 

Less: Accum Depreciation (13,137) 
Net Book Value $27,027 


B. Operating Leases 


Primary government rental payments for operating leases in fiscal year 2020 totaled $26.3 million. Future rental 
payments under operating leases are as follows (in thousands): 


Governmental Business-Type 
Fiscal Year Ending June 30: Activities Activities 
2021 $ 23,465 $ 663 
2022 21,675 611 
2023 19,999 562 
2024 17,047 563 
2025 14,235 537 
2026 - 2030 48,192 1,441 
2031 - 2035 26,588 758 
Thereafter 13,604 735 


Total future rental payments $ 184,805 $ 5,870 


NOTE 11. STATE SHORT-TERM DEBT AND LONG-TERM LIABILITIES 
A. General Information 


The State has no constitutional limit on its power to issue obligations or incur debt, other than a provision that no 
debt may be created to cover deficits incurred because appropriations exceeded anticipated revenues. No State debt 
shall be created unless authorized by a two-thirds vote of the members of each house of the Legislature or a majority 
of the electors voting thereon. The Board of Examiners (consisting of the Governor, Secretary of State, and Attorney 
General) is authorized, pursuant to various enabling acts, to issue bonds and notes of the State. 


B. Short-term Debt 


The Board of Examiners, upon recommendation of the Department of Administration, may issue notes in 
anticipation of the receipt of taxes and revenues. Notes may not be issued to refund outstanding notes. 


During fiscal year 2020, the State issued two bond anticipation notes. The proceeds of the State Revolving Fund 
Programs Wastewater 2020D and Drinking Water 2019D issuances were used to fund wastewater and drinking 
water system improvements and rehabilitation. The State made some payments to Drinking Water 2019A, as well as 
paid off Wastewater 2019B, during fiscal year 2020. An additional bond anticipation note has been authorized, but 
not issued as of fiscal year-end. The following schedule summarizes the activity for the year ended June 30, 2020 (in 
thousands): 


Bond Anticipation Notes Beginning Balance Additions Reductions aa 

Water/Wastewater - 2019B 1,190 1,910 3,100 — 
Drinking Water - 2019A 1,400 1,500 2,300 600 
Drinking Water - 2019D = 1,300 = 1,300 
Water/Wastewater — 2020D “ — 1,100 — 1,100 


) These bond anticipation notes have not been fully drawn at fiscal year-end. 


The Board of Investments (BOI) of the State is authorized to issue Intermediate-Term Capital (INTERCAP) bonds 
under the Municipal Finance Consolidation Act. These bonds may not aggregate more than $190.0 million, as 
amended by the 2007 Legislature. The purpose of the bonds is to provide funds for BOI to make loans to eligible 
government units. The bonds are not a debt or liability of the State. The bonds are limited obligations of BOI, 
payable solely from (1) repayments of principal and interest on loans made by BOI to participating eligible 
governmental units, (2) investment income under the indenture, and (3) an irrevocable pledge by BOI. BOI has no 
taxing power. The bonds may be redeemed, at the bondholder's option, any March 1, prior to maturity. BOI did not 
enter into an arms-length financing agreement to convert the bonds "put," or tender, and did not resell the bonds into 
some other form of long-term obligation. Accordingly, these bonds, considered demand bonds, are included in short- 
term debt. The amounts issued and outstanding at June 30, 2020, were as follows (in thousands): 


Amount Balance 

Series Issued June 30, 2020 

2003 $ 15,000 $ 14,310 
2004 18,500 17,975 
2007 15,000 14,620 
2010 12,000 11,880 
2013 12,000 11,960 
2017 20,000 19,925 


$ 90,670 
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The following schedule summarizes the activity relating to the demand bonds during the year ended June 30, 2020 
(in thousands): 


Beginning ss ; Ending 
Balance Additions Reductions Balance 


Demandbonds $ 105,065 $ — $ 14,395 $ 90,670 


C. Long-term Debt 


The full faith, credit, and taxing powers of the State are pledged for the payment of all general obligation debt. 
Revenue and mortgage bonds are secured by a pledge from the facilities to which they relate and by certain other 
revenues, fees, and assets of the State and the various colleges and universities. Primary government bonds and 
notes outstanding at June 30, 2020, were as follows (in thousands): 


Principal Payments 


Amount Interest Fiscal Year _In Year of Balance 

Governmental Activities Series Issued Range (%) 2021 Maturity? June 30, 2020 
General obligation bonds 
Hard Rock Mining Reclamation 2002C 2,500 3.5-4.7 180 200 (2023) 570 
CERCLA Program ©) 2005D 2,000 3.25-4.3 115 140 (2026) 765 
Energy Conservation Program “ 2006B 3,750 4.0-6.0 320 330 (2022) 650 
Long-Range Bldg Program 2008D 3,100 3.375-4.35 160 220 (2028) 1,495 
Long-Range Bldg Program Refunding 2010A 20,220 2.0-4.0 710 710 (2021) 710 
Trust Land (Taxable) 2010F 21,000 1.55-4.9 1,000 1,450 (2031) 13,265 
Long-Range Bldg Program 2010G 550 1.5-2.7 60 60 (2021) 60 
Long-Range Bldg Program Refunding 2011D 5,755 3.0-3.25 670 720 (2023) 2,085 
Long-Range Bldg Program Refunding 2013C 6,780 2.0-4.0 685 115 (2025) 3,010 
Long-Range Bldg Program Refunding 2014 28,810 1.5-5.0 2,085 820 (2028) 17,555 
Water Pollution Control Revolving Fund ®) 2015C =. 24,365 3.0-5.0 905 1,860 (2036) 21,185 
Long-Range Bldg Program 2020C 28,900 2.0-5.0 2,605 3,465 (2030) 28,900 

Total general obligation bonds $147,730 $ 9,495 $ 90,250 
Special revenue bonds 
Renewable Resource Program (Taxable) 2010C 6,720 0.9-4.2 410 170 (2031) 3,540 
Renewable Resource Program ” 2013A 2,255 2.0-3.625 145 155 (2024) 595 
Renewable Resource Program (Taxable) @ 2013B 3,390 1.0-4.75 210 290 (2029) 2,215 
U.S. Highway 93 GARVEE Refunding ®) 2016 =. 22,540 0.74-1.86 3,390 3,740 (2023) 10,685 
State Hospital Project © 2018 = 4,575 4.0-5.05 1,130 1,165 (2022) 2,295 


Total special revenue bonds $ 39,480 $ = 5,285 $ 19,330 


Principal Payments 


Amount Interest Fiscal Year _In Year of Balance 

Governmental Activities Issued — Range (%) 2021 Maturity June 30, 2020 
Notes Payable re 
Middle Creek Dam Project 3,272 8.125 96 226 (2034) 1,854 
Tongue River Dam Project 11,300 _ 290 290 (2038) 5,215 
ITSD IBM Professional Services 758 0.19 167 72 (2023) 409 

Total notes payable $ 15,330 $ 553 $ 7,478 

Subtotal governmental activities, 

before unamortized balances 117,058 

Unamortized premium 10,348 

Total governmental activities $202,540 $ 15,333 $ 127,406 


The interest range is over the life of the obligation. 

Year of maturity refers to fiscal year. 

This bond provides matching funds to enable the State to obtain capitalization grants from the U.S Environmental Protection Agency for water system 
development loans to state political subdivisions. 

Bonds issued for financing the design, construction, and installation of energy conservation projects at various state buildings. 

The CERCLA (Comprehensive Environmental Response, Compensation, and Liability Act) Program Bonds were issued for the purpose of financing the 
costs of State of Montana participation in the remedial actions under Section 104 of the CERCLA 42 United States Code Sections 9601-9657, and State of 
Montana costs for maintenance of sites under CERCLA. The CERCLA Bonds are secured additionally by a pledge of monies received by the State as cost 
recovery payments and revenues derived from the resource indemnity and groundwater assessment tax in the event cost recovery payments are 
insufficient. 

Facility Finance Authority loan to the Department of Public Health and Human Services for the Montana State Hospital Project. 

Issued by the Department of Natural Resources and Conservation and backed by a pledge of coal severance taxes and project revenues. 

The U.S. Highway 93 GARVEES (Grant Anticipation Revenue Vehicles) Bonds were issued for the purpose of improving a 44.8-mile stretch of U.S. 
Highway 93. Repayment of the bonds is secured by a pledge of certain federal aid revenues. 

U.S. Bureau of Reclamation loan to the Department of Natural Resources & Conservation. 

Northern Cheyenne Tribe loan to the Department of Natural Resources & Conservation. The loan will not accrue interest and will be repaid over 39 years. 
Loan repayment is secured by the issuance of a coal severance tax bond to the tribe. 


Debt Service Requirements 


Primary government debt service requirements at June 30, 2020, were as follows (in thousands): 


Governmental Activities 


General Obligation Bonds Special Revenue Bonds Notes Payable 

Year Ended June 30: Principal Interest Principal Interest Principal Interest 

2021 $ 9,495 $ 3,656 $ 5,285 $ 913 $ 553 $ 8 
2022 8,845 3,571 5,510 678 560 44 
2023 8,905 3,104 4,565 432 465 41 
2024 8,320 2,737 860 209 398 41 
2025 7,965 2,350 745 141 403 41 
2026 - 2030 35,350 6,765 2,195 271 2,095 204 
2031 - 2035 9,510 1,547 170 5 2,135 163 
2036 - 2040 1,860 47 _ _ 869 — 


Total $ 90,250 $ 23,777 $ 19,330 _$ 2,649 $ 7,478 $ 542 
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E. Summary of Changes in Long-term Liabilities 


Primary government long-term liability activities for the year ended June 30, 2020, were as follows (in thousands): 


Amounts 
Amounts Dueln More 
Beginning Ending DueWithin Than One 
Balance Additions Reductions Balance One Year Year 
Governmental activities 
Bonds/notes payable 
General obligation bonds $ 73,090 $ 28900 $ 11,740 $ 90,250 $ 9,495 $ 80,755 
Special revenue bonds 38,425 — 19,095 19,330 5,285 14,045 
Notes payable 8,150 _ 672 7,478 553 6,925 
119,665 28,900 31,507 117,058 15,333 101,725 
Unamortized discount (7) 7 — — — — 
Unamortized premium 7,461 2,887 - 10,348 _ 10,348 
Total bonds/notes payable &) ~~ 427,119 ~—«3,794~——=3,507 Ss 127,406 ~=——15,333.~~—S—«*112,073 
Other liabilities 
Lease/installment purchase payable 12,545 16,653 8,581 20,617 5,634 14,983 
Operating lease rent holiday 8 — 8 = —= — 
Compensated absences payable “? 101,685 59,366 51,758 109,293 51,621 57,672 
Estimated insurance claims ' 79,318 187,262 145,482 121,098 46,576 74,522 
Pollution remediation 177,850 — 4,358 173,492 14,250 159,242 
Net pension liability 2,220,765 49,435 27,116 2,243,084 = 2,243,084 
Total OPEB liability 54,012 — 8,419 45,593 — 45,593 
Total other liabilities 2,646,183 312,716 245,722 2,713,177 118,081 2,595,096 
Total governmental activities long-term 
liabilities $ 2,773,302 $ 344,510 $ 277,229 $ 2,840,583 $ 133,414 $ 2,707,169 
Business-type activities 
Lease/installment purchase payable  $ 18 $ 53 $ 45 $ 26 $ 11 $ 15 
Compensated absences payable 2,022 1,055 860 2,217 860 1,357 
Arbitrage rebate tax payable 44 21 43 22 -_ 22 
Estimated insurance claims 19,069 92,423 93,969 17,523 12,942 4,581 
Net pension liability 11,943 662 1,095 11,510 == 11,510 
Total OPEB liability 1,004 — 187 817 — 817 
Total business-type activities long-term 
liabilities $ 34,100 $ 94214 $ 96199 $ 32,115 $ 13,813 $ 18,302 


The compensated absences liability attributable to the governmental activities will be liquidated by several of the governmental and internal service funds. 
The Employee Group Benefits and Administration Insurance internal service funds will liquidate the estimated insurance claims liability. 

$36.4 million Administration Insurance Plans included in the table above, are related to a catastrophic property loss for which the insurance proceeds were 
received prior to the incurred expenses. 

Deferred outflows, including those related to bonds payable, are reported separately on the Statement of Net Position based on GASB Statement No. 65. 
Total OPEB liability and Pension benefits payable beginning balances were restated due to prior period adjustments. 


F. Refunded and Early Retired Debt 


Prepayments 
The Department of Natural Resources and Conservation (DNRC) used current available resources to make several 


prepayments: $1.2 million on Series 2010B general obligation bond, $450.0 thousand on Series 2013D general 
obligation bond, $1.2 million on Series 2013E general obligation bond, $805.0 thousand on Series 2003A special 
revenue bond, $1.1 million on Series 2010B state special revenue bond, and $865.0 thousand on Series 2013A 
special revenue bond. The prepayments on all three general obligation bonds, as well as those made to special 
revenue bonds Series 2003A and Series 2010B, resulted in payoffs. 


G. No-Commitment Debt 


Information is presented below for financing authorities participating in debt issues. The related debt issued does not 
constitute a debt, liability, obligation, or pledge of faith and credit of the State. Accordingly, these bonds and notes 
are not reflected on the accompanying financial statements. 


Montana Board of Investments (BOT) 

BOI is authorized to issue Qualified Zone Academy Bonds (QZAB) under the Municipal Finance Consolidation Act 
as conduit (no-commitment) debt. The revenues, and in some cases, the taxing power of the borrower, are pledged to 
repay the bonds. At June 30, 2020, QZAB debt outstanding aggregated $5.0 million. 


BOI is also authorized to issue Qualified School Construction Bonds (QSCB) under the Municipal Finance 
Consolidation Act as conduit (no-commitment) debt. The revenues of the borrower are pledged to repay the bonds. 
At June 30, 2020, QSCB debt outstanding aggregated $3.9 million. 


H. Estimated Pollution Remediation Obligation 


Estimated pollution remediation obligations are obligations to address the current or potential detrimental effects of 
existing pollution by participating in pollution remediation activities such as site assessments and cleanups. The 
estimates are derived using the expected cash flows method as well as technical estimates from record of decisions, 
consent decrees, and/or settlement agreements. There may be factors influencing the estimates that are not known at 
this time. Prospective recoveries from other responsible parties may reduce the State’s obligation. 


The State’s estimated pollution remediation liability as of June 30, 2020, was $173.5 million. Of this liability, $4.5 
million resulted in settlement agreements to provide restoration of natural resources, water supplies, and natural 
resource-based recreational opportunities up to the settlement amount; $162.5 million is based on decrees or 
settlements for remediation activities. Other estimated liabilities have been recorded for soil and Polychlorinated 
Biphenyls (PCB) contamination, as well as removal of asbestos contamination. The estimated pollution remediation 
liability was recorded in compliance with accounting and reporting standards and does not constitute the State’s total 
acceptance of the liability or responsibility on these matters. 


I. Non-Exchange Financial Guarantee 


BOI provides loan guarantees from the Coal Severance Tax Fund to the Facility Finance Authority (FFA). BOI 
exposure to bond issues, surety bonds, and designated loans of the FFA totaled $88.3 million as of June 30, 2020. 
FFA is a discretely presented component unit of the State of Montana. FFA guarantee requests are submitted to BOI 
for review and approval. BOI’s participation, either duration or any other consideration, to either purchase bonds or 
loans or to lend money for deposit into FFA’s statutorily allowed capital reserve account is explicitly limited by 
statute, which requires BOI to act prudently. The guarantee requests from FFA pertain to bonds issued by FFA with 
a term of up to 40 years. BOI receives a credit enhancement fee at FFA bond closing based on the term of the 
financing, the type of bond, the rating of the borrower, and the type of reserve fund. BOI and FFA have entered into 
an agreement detailing repayment to BOI. The credit enhancement fee received during the fiscal year was $54.0 
thousand. BOI has not had to perform on any loan guarantee in the past. 


The following schedule summarizes the activity related to the non-exchange financial guarantee during the year 
ended June 30, 2020 (in thousands): 


Beginning Ending 
Balance Additions Reductions Balance 


$ 88,941 $ 4,000 $ 4,595 $ 88,346 
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NOTE 12. INTERFUND BALANCES AND TRANSFERS 


A. Balances Due From/To Other Funds 


Balances due from/to other funds arise when there is a time lag between the dates that reimbursable expenditures 
and interfund services provided/used are recorded in the accounting system and the dates on which payments are 
made. Balances also arise when there is a time lag between the dates transfers between funds are recorded and the 
dates on which payments are made. Balances due from/to other funds also include the current portion of balances 
related to amounts loaned by the Municipal Finance Programs to other funds, under the Board of Investments' 
INTERCAP loan program. Balances due from/to other funds are expected to be repaid within one year from 
origination. 


Balances due from/to other funds at June 30, 2020, consisted of the following (in thousands): 


Due to Other Funds 
Coal Federal Internal Nonmajor Nonmajor State 
Severance Special General Service Land Enterprise Governmental Special 

Tax Revenue Fund Funds Grant Funds” Funds Revenue Total 
Due from Other Funds 
Coal Severance Tax $ — $ — $ — $ —$ —$ — $ 8 $ — $ 8 
Federal Special Revenue — — 2,871 _— — _— _— 11 2,882 
General Fund _— 1,499 — — — 15,954 — 9,018 26,471 
Internal Service Funds 40 26 _— — _— — _ 43 109 
Municipal Finance Programs _ _ — 1,924 _ — 1,414 _ 3,338 
Nonmajor Governmental 
Funds _ 308 29 _— — _— _— 1,110 1,447 
State Special Revenue “? 550 18 170 — 1,750 125 524 — 3,37 


Total $ 590 $ 1,851 $ 3,070 $ 1,924 $1,750 $ 16,079 $ 1,946 $ 10,182 $ 37,392 


) Total due from other funds to the state special revenue fund on the fund financial statement is reported as $13.7 million. The difference of $10.6 
million between the amount reported above of $3.1 million and the amount reported in the fund financial statement relates to long-term receivables. 
The receivables are reported on the fund financial statement, and the long-term liabilities are reported on the government-wide statement. 

®) Total due to other funds from the non-major enterprise funds on the fund financial statement is reported as $16.3 million. The difference of $245.1 
thousand between the amount reported above of $16.1 million and the amount reported on the fund financial statement relates to loans payable. The 
receivables are reported on the government-wide statement, and the liabilities are reported on the fund financial statement. 


B. Interfund Loans Receivable/Payable 


Montana statutes include a provision for interfund loans when the expenditure of an appropriation is necessary, and 
the cash balance in the account from which the appropriation was made is insufficient to pay the expenditure. 
Interfund loans receivable/payable are expected to be repaid within one year from the date of origination. 
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Interfund loans receivable/payable at June 30, 2020, consisted of the following (in thousands): 


Interfund Loans Payable 


Coal Federal _ Internal Nonmajor Nonmajor State 
Severance Special Service Governmental _—_Enterprise Special Land Unemployment 

Tax Revenue Funds Funds Funds Revenue Grant Insurance Total 
Interfund Loans 
Receivable 
General Fund $ 1,332 $ 88,769 §$ 258 $ 257 $ 80 $ 5,283 $ — $ — $ 95,979 
Nonmajor 
Enterprise Funds = 61 = — — = — — 61 
Nonmajor 
Governmental Funds — _— _ = — 5 = = 5 
State Special 

Total $1,332 $199,055 $ 277 § AT SS 5B SF 10S 1,500 $197,099 


C. Advances To/From Other Funds 


Advances to/from other funds represent the portion of interfund loans that are not expected to be repaid within one 
year from the date of origination. Advances to/from other funds also include the noncurrent portion of balances 
related to amounts loaned by the Municipal Finance Programs to other funds, under the Board of Investments' 
INTERCAP loan program. For more information on the INTERCAP loan program, refer to Note 11. 


Advances to/from other funds at June 30, 2020, consisted of the following (in thousands): 


Advances from Other Funds 


Federal Internal Nonmajor State 

Special Service Governmental Special 

Revenue Funds Funds Revenue Total 
Advances to Other Funds 
Coal Severance Tax $ — $ — $ 2,507 $ — $ 2,507 
General Fund 355 _— _— _— 355 
Municipal Finance Programs — 5,407 1,601 — 7,008 
Nonmajor Governmental Funds _— _— _ 6,065 6,065 
State Special Revenue 25,131 _ 3,217 _ 28,348 

Total $ 25,486 $ 5,407 $ 7,325 $ 6,065 $ 44,283 


Additional detail for certain advance balances at June 30, 2020, follows (in thousands): 


Advances from the Municipal Finance Programs 
under the INTERCAP Loan Program 


Departmental Function Balance 
Natural Resources and Conservation $ 1,601 
Fish, Wildlife, and Parks 756 
Transportation 4,651 
Total $ 7,008 


D. Interfund Transfers 


Routine transfers between funds are recorded to (1) transfer revenues from the fund legally required to receive the 
revenue to the fund authorized to expend the revenue, (2) transfer resources from the General Fund and special 
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revenue funds to debt service funds to support principal and interest payments, (3) transfer resources from enterprise 
funds to the General Fund to finance general government expenditures, and (4) provide operating subsidies. 


Interfund transfers for the year ended June 30, 2020, consisted of the following (in thousands): 


Transfers Out 


Coal Federal Internal Nonmajor — Nonmajor State 
Severance Special General Service Land Enterprise Governmental Special 
Tax Revenue Fund" Funds” Grant Funds”) Funds Revenue Total 
Transfers In 
Coal Severance Tax $ — $ — $ — $ —$ —$ — $ 2 $ — $ 2 
Federal Special Revenue _— _— 20 _— — _— — 1,465 1,485 
General Fund 21,600 114 — _ 5 50,522 — 14,532 86,773 
Internal Service Funds — — 1,400 _— _— _— _— 34,737 = 36,137 
Land Grant _ _ 5 _ _ _ _ 1 6 
Nonmajor Enterprise Funds _ _ _ _— _— — — 458 458 
Nonmajor Governmental Funds 589 31,838 19,685 — 2,187 _ 1,376 12,987 68,662 
State Special Revenue 11,598 16,681 55,839 391 59,393 8,752 23,559 — 176,213 
Total $33,787 $ 48633 $76,949 $ 391 $61,585 $ 59,274 $ 24,937 $ 64,180 $369,736 


$57.1 million was transferred from the General Fund to the Budget Stabilization Reserve Fund; however, those funds are combined for reporting 
purposes. Therefore the transfer is not accounted for in the above table as both the transfer-in and the respective transfer-out have been eliminated 
as required for proper financial reporting. 

Total transfers-out for internal service funds on the fund financial statements is reported as $944.0 thousand. The difference of $553.3 thousand 
between the amount reported above of $390.7 thousand and the amount reported on the fund financial statements relates to the transfer of capital 
assets between a governmental fund type and the internal service fund type. When capital assets are transferred between these fund types, the 
transferring fund reports the net book value of the capital asset as a transfer-out, and the receiving fund reports the net book value of the capital 
asset as a capital contribution. 

Total transfers-out for nonmajor enterprise funds on the fund financial statements is reported as $59.4 million. The difference of $120.9 thousand 
between the amount reported above of $59.3 million and the amount reported on the fund financial statements relates to the transfer of capital assets 
between a governmental fund type and the nonmajor enterprise fund type. When capital assets are transferred between these fund types, the 
transferring fund reports the net book value of the capital asset as a transfer-out, and the receiving fund reports the net book value of the capital 
asset as a capital contribution. 


NOTE 13. FUND EQUITY DEFICITS 


The following funds have a deficit net position remaining at June 30, 2020, as follows (in thousands): 


Fund Type/Fund Deficit 
Governmental Funds 

Federal Special Revenue ”) $ (6,800) 
Federal/Private Construction Grants (710) 


Internal Service Funds 
Information Tech Services $ (16,334) 
Building and Grounds 1,171) 


( 

Admin Central Services (1,817) 
Labor Central Services (5,962) 
Commerce Central Services (1,377) 
OPI Central Services (2,227) 
DEQ Indirect Cost Pool (3,623) 
Payroll Processing (1,638) 
Warrant Processing (8) 
Investment Division (2,298) 
Aircraft Operation (678) 
Justice Legal Services (709) 
Personnel Training (159) 
Other Internal Services (345) 
SABHRS Finance & Budget Bureau (252) 
Enterprise Fund 

State Lottery $ (1,898) 
Subsequent Injury (1,313) 
Local Government Audits (163) 


The allocation of net pension liability and total OPEB liability 
is a significant factor in creating these deficits. For more detail 
related to these liabilities, see Notes 6 and 7, respectively. 
Delayed fire season federally reimbursable costs, which are 
currently reported as unavailable revenues within deferred 
inflow of resources, is a significant factor creating this deficit. 
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NOTE 14. MAJOR PURPOSE PRESENTATION 


Special Revenue and Fund Balances Classifications by Purpose — In the governmental fund financial statements, 
classifications of special revenue fund revenues and fund balances are presented in the aggregate. The tables 
presented below further display the special revenue fund revenues and fund balances by major purpose for the year 
ending June 30, 2020. 


State Special Revenue By Source (in thousands) 


Health and 
General Public Human Natural 
Government Safety Transportation Services Education Resources Total 
Licenses/permits $ 124,482 $ 46,545 $ 22,478 $ 3,280 $ 156 $ 88698 $ 285,639 
Taxes 212,989 5,091 260,331 _ _ 16,733 495,144 
Charges for services 26,865 18,209 9,307 33,009 2,346 16,905 106,641 
Investment earnings 700 11,852 507 491 1,513 24,100 39,163 
Securities lending income — 27 — — 3 45 15 
Sale of documents/ 
merchandise/property 1,386 3,417 89 84 6 7,554 12,536 

Rentals/leases/royalties 298 16 672 50 7 303 1,346 
Contributions/premiums 28,290 _— — 5,204 — 315 33,809 
Grants/contracts/donations 1,495 767 276 10,545 1,791 4,629 19,503 
Federal 6,184 — 1 430 27 — 6,642 
Federal indirect cost 
recoveries — — 52,086 43 — 5,380 57,509 
Other revenues 2,112 429 291 140 193 784 3,949 
Transfers in 35,320 8,602 1,536 8,034 1,264 121,457 176,213 

Total State Special oe a ee 

Revenue $440,121 $ 94,955 $ 347,574 $ 61,310 $§ 7,306 $ 286,903 $ 1,238,169 

Federal Special Revenue By Source (in thousands) 
Health and 
General Public Human Natural 
Government Safety Transportation Services Education Resources Total 

Charges for services $ 818 $ 6 $ — $ 6,531 $ 1 $ 2 $ 7,358 
Investment earnings 456 17 _ — 57 138 668 
Securities lending income 37 _— — — _ — 37 
Grants/contracts/donations _ _ _ 13 59 - 72 
Federal 204,771 18,983 565,747 2,071,021 193,655 126,323 3,180,500 
Federal indirect cost 

recoveries — _ _ 91,703 58 1,526 93,287 
Other revenues 6 ] _ 1,269 2 3 1,289 
Transfers in _— 1,356 — 109 20 — 1,485 


Total Federal Special 
Revenue $ 206,088 $ 20,371 $ 565,747 $ 2,170,646 $ 193,852 $ 127,992 $ 3,284,696 


Governmental Fund Balance By Function, June 30, 2020 
(in thousands) 


Special Revenue Permanent 
Coal 
Severance Land 
General State Federal Tax Grant Nonmajor Total 
Fund balances: 
Nonspendable 
Inventory $ 3,704 $ 20,118 $ — §$ — $ — $ — $ 23,822 
Permanent fund principal _— 500 — 655,267 845,746 384,871 1,886,384 
Long-term notes/receivables 355 —_— _ — — — 355 
Prepaid expense 844 692 252 _ — _ 1,788 
Total nonspendable 4,903 21,310 252 655,267 845,746 384,871 1,912,349 
Restricted 
General government _— 27,413 — — — 24,353 51,766 
Public safety — 198,844 — — — 1 198,845 
Transportation — 127,891 — _— — — 127,891 
Health and human services _ 9,020 _— _— _— 680 9,700 
Education _— 14,502 — — — 7 14,509 
Natural resources _— 768,734 — — — 10,696 779,430 
Total restricted — 1,146,404 _— _— _— 35,737 1,182,141 
Committed 
General government 117,773 140,565 _ 566,510 _— 28,148 852,996 
Public safety — 61,203 _— _— _— _— 61,203 
Transportation - 16,837 _ _ — _ 16,837 
Health and human services — 40,453 — _— — — 40,453 
Education — 19,946 _ _— — _— 19,946 
Natural resources — 389,397 _— _ _ 26,809 416,206 
Total committed 117,773 668,401 — 566,510 _— 54,957 1,407,641 
Assigned 
General government _ _ — — — 836 836 
Public safety _ — _ _ _ 208 208 
General Fund spend down 72,700 — — — — — 72,700 
Encumbrance 16,769 _ _ _ _— _— 16,769 
Total assigned 89,469 — — — — 1,044 90,513 
Unassigned 380,667 _— (7,051) — — (709) 372,907 


Total fund balance $592,812 $1,836,115 $ (6,799) $1,221,777 $ 845,746 $ 475,900 $ 4,965,551 
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NOTE 15. RELATED PARTY TRANSACTIONS 


The Montana School for the Deaf and Blind is associated with a foundation, which is a nonprofit organization 
outside of state government. The school’s foundation is governed by a board of directors that annually approves a 
budget for the financial support to be provided to the school. This budget defines the allowable expense categories 
for the year. A school employee is the person approving the expenses to be paid by the foundation based on its 
budget. The employee submits the approved invoices to the foundation’s bookkeeper, who then prepares the checks 
and submits them to a board member who reviews backup documentation and signs the checks. 


The Department of Labor and Industry's Workforce Services Division rents space in Libby, MT, from Mineral 
Plaza, LLC, in which one of the owners is a local job service manager. The term of the lease is July 1, 2013 and 
ending June 30, 2021. The annual lease amount is currently set at $21.3 thousand. 


The Department of Labor and Industry Workforce Services Division rents space in Cut Bank, MT from Glacier 
Community Health Center, Inc., in which one of the active board members is a local job service manager. The term 
of the lease is July 1, 2019 and ending June 30, 2022. The annual lease amount is currently set at $35.0 thousand. 


The relative of a member of Montana Department of Transportation’s (MDT) management team is part owner of a 
business that holds a State term contract for supplies. A term contract is a contract in which a source for supplies is 
established for a specific period of time at a predetermined unit price. The term contracts are issued by the State 
Procurement Bureau of the Department of Administration (DOA) and state agencies are required to use the DOA 
issued term contracts for such supplies. MDT purchased supplies from this business in the amount of $95.9 thousand 
for the fiscal year ended June 30, 2020. 


A relative of a member of MDT's Management Team is part owner of a business which has been granted the right by 
the local airport to operate and provide related services. There is only one such operator at this airport. Given this 
exclusivity, MDT had transactions with this business. MDT purchased services in the amount of $16.9 thousand for 
the fiscal year ended June 30, 2020. 


Per Section 85-1-617 and 85-1-624, MCA, Renewable Resource Grant and Loan Program, the Department of 
Natural Resources and Conservation (DNRC) is eligible to issue General Obligation (GO) bonds for the purpose of 
making private sale loans. DNRC has applied and received “recycled loan funds” from the SRF program for the 
non-point source private loan program. The loans are GO private sale bonds. The balances for loans in repayment 
for fiscal year 2020 was $3.1 million. The loans have interest rates of 2.5% and are repaid over 15 years. These 
loans are presented as Advances to Other Funds on the balance sheets. 


Per Administrative Rules of Montana 17.58.101, the Montana Petroleum Tank Release Compensation Board 
(Board) is an independent board that is attached to Department of Environmental Quality (DEQ) for administrative 
purposes only. Board members are required to follow Montana's code of ethics, which includes recusing oneself in 
matters related to a conflict of interest. DEQ is required to go through a competitive bidding process to ensure this 
State law is followed. Four Board members were identified as having related party transactions with DEQ. These 
relationships include members who are: 1) an employee of a company that had a release and is receiving funds; 2) an 
agent for an insurer that covered a station tank release and is receiving funds; 3) an officer in a bank that receives 
funds; and 4) a contractor for DEQ, that is responsible for clean-up oversight, and is also a shareholder of a separate 
company that receives funds. A DEQ employee's spouse is an elected City Commissioner for the City of Helena 
which was awarded $25.5 thousand in VW Settlement funds for three electric charging stations by DEQ. Total 
payments to all related parties were direct payments to the contractors in the amount of $282.2 thousand and $34.0 
thousand, and indirect payments to the bank and the insurance company in the amount of $45.1 thousand and $12.1 
thousand, respectively, for the fiscal year ended June 30, 2020. 


All lotteries that offer multi-state games transact with the Multi-State Lottery Association (MUSL), which requires 
the lottery directors from each of the states to be on the MUSL board of directors. The Director of the Montana 
Lottery is on the MUSL board, and serves as the Secretary of its board of directors. As such, the Director of the 
Montana Lottery is in a management position for both MUSL and the Montana Lottery, which have significant 
transactions between each other. The Montana Lottery has prize reserves with MUSL in the amounts of $1.1 million 
for the fiscal year ended June 30, 2020. The prize reserve monies are assets of the Montana Lottery and would be 


returned if the Montana Lottery were to quit any of the multi-state games. Weekly, MUSL collects each state’s share 
of prize expenses to go towards respective jackpots. If a state has a large enough prize amount or number of winners 
for any particular draw, MUSL would then reimburse any state for the excess prize payments. The Montana Lottery 
paid MUSL $5.4 million for its share of prizes and received reimbursements for prizes in the amount of $3.0 million 
for the fiscal year ended June 30, 2020. 


There are campus-affiliated foundations within the Montana University System (MUS) as identified in the Montana 
Board of Regents of Higher Education Policy 901.9 — Campus-Affiliated Foundations; Montana University System 
Foundation. The private foundations affiliated with campuses of the MUS provide support to their respective 
campuses, consistent with the mission and priorities of such campus. As such, transactions occur between the 
Commissioner of Higher Education and said foundations as reimbursements for hosting MUS constituents and other 
related events and gatherings. These transactions do not affect the financial statements in any way; however, total 
such transactions were $7.3 thousand for the fiscal year ended June 30, 2020. 


In addition, the MUS Group Insurance Program offers insurance coverage and receives insurance premiums from 
other related parties such as the campus-affiliated foundation and the community colleges. This premium revenue 
for campus-affiliated foundations and the community colleges approximately amounts to $6.5 million for the fiscal 
year ended June 30, 2020. 


Montana Higher Education Student Assistance Corporation (MHESAC) has no employees and its business 
operations are managed by the Student Assistance Foundation (SAF). A Board of Regents board member is also a 
MHESAC Board of Directors member, an Office of the Commissioner of High Education OCHE staff member is a 
MHESAC officer, and the Commissioner of Higher Education is an Ex-Officio member of the board. 
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NOTE 16. CONTINGENCIES 


Litigation 

The State is party to legal proceedings, which normally occur in government operations. The legal proceedings are 
not, in the opinion of the State's legal counsel and the Department of Administration, likely to have a material 
adverse impact on the State's financial position, except where listed below. 


In State of Montana v. Philip Morris, Inc., No. CDV 97-306 (Mont. first Jud. Dist. Lewis & Clark County), the State 
of Montana filed various claims against six tobacco manufacturers seeking recovery of an unspecified amount of 
damages, penalties, and attorney’s fees. The lawsuit was resolved eventually through two settlements. The State first 
settled its claims against one of the manufacturers, Liggett & Meyers, Inc., for $1.0 million to be paid over a 20-year 
period. Next, Montana was among the Settling States that signed onto the 1998 Master Settlement Agreement 
(MSA) and settled its claims against the remaining manufacturers for a settlement amount calculated annually on 
cigarette sales by Participating Manufacturers in perpetuity. The base amount was augmented by $90.0 million in 
1999 for a strategic contribution portion for those states instrumental in obtaining the settlement, with the additional 
amount to be paid in equal installments over a 10-year period beginning in 2007 and ending in 2017. Multiple other 
tobacco product manufacturers joined the MSA after the initial signing period. Collectively, the signing 
manufacturers are known as “Participating Manufacturers.” 


The settlement provides that the tobacco product manufacturers may potentially offset, against their payment in any 
year, certain amounts of money if it is found that the Participating Manufacturers have lost more than 2% of their 
national market share (from 1997) to non-settling manufacturers (known as NPMs) and that the disadvantages 
imposed by the settlement were a “significant factor” in the market share loss. The settlement further provides that 
the offset, known as the “NPM adjustment,” may not be taken against the payments to any state that has enacted a 
“Qualifying Statute” and diligently enforced the statute during the year in question. Montana enacted such a 
Qualifying Statute in 1999, Section 16-11-401 to 404, MCA, and complementary legislation in 2003, Section 
16-11-501 to 512, MCA. 


In March 2006, a determination was made (pursuant to the settlement) that the Participating Manufacturers had lost 
sufficient market share in 2003 to trigger an NPM adjustment analysis and that disadvantages caused by the 
settlement were a significant factor in the market share loss. Similar findings have been made or agreed to for years 
2004 through 2017. The State filed a motion in the Montana lawsuit seeking a declaration that it diligently enforced 
its Qualifying Statute during 2003. The Participating Manufacturers moved to compel arbitration of the question. 
The First Judicial District Court ordered arbitration but was overruled on appeal to the Montana Supreme Court. 
Virtually all of the other Settling States filed similar motions or new actions in their various court systems, 
preferring to litigate their diligent enforcement disputes in court rather than in the tobacco companies proposed 
nationwide arbitration. Montana was the only state to prevail on its argument against arbitration before its highest 
state court. Montana then successfully defended the favorable ruling from a petition for rehearing in Montana and, 
ultimately, a certiorari petition to the U.S. Supreme Court filed by tobacco companies, which the Court rejected. 


Simultaneously, arbitration between the other Settling States and the tobacco companies commenced and proceeded 
to discovery. After the U.S. Supreme Court denied cert regarding Montana’s participation in the arbitration, the 
tobacco companies sought and received a stay of Montana’s litigation pending completion of the nationwide 
arbitration, effectively shutting Montana out of any opportunity for input or influence over standards for determining 
what constitutes “diligent enforcement,” and potentially subjecting Montana to whatever standards may ultimately 
result from the ongoing nationwide arbitration for lack of any alternative interpretative precedent. Thereafter, the 
Montana Supreme Court granted Montana’s writ for supervisory control, overturned the stay, and allowed the 
State’s district court action to proceed to discovery. 


The Montana litigation ended with entry of a stipulated consent decree on June 25, 2012, reflecting the tobacco 
companies’ determination after initial discovery that they would not contest Montana’s diligent enforcement during 
2003. In the nationwide arbitration, and as applied to Montana’s consent decree, a “no contest” determination for an 
individual state means that state would not participate in the NPM Adjustment for 2003 (i.e., as a “no contest” state 
Montana had no reduction to its annual OPM settlement payments for 2003). 


However, the “no contest” for 2003 has no precedential effect in any subsequent year for Montana or any other 
state’s case. Accordingly, Montana was not subject to the 2003 NPM Adjustment. Still the consent decree 
specifically articulated that Defendants’ consent to its terms “is not a factual concession that Montana, in fact, did or 
did not diligently enforce the Montana Qualifying Statute in 2003 or any other year.” 


Despite Montana’s successful defense of its 2003 and 2004 enforcement actions no precedential protections exist, 
and the State remains vulnerable to further expected litigation regarding its diligent enforcement in 2005-2017. The 
Participating Manufacturers have already received a determination that MSA terms were a “substantial factor” 
reducing their market share and triggering an NPM Adjustment analysis with the potential to reduce annual 
payments for those Settling States which failed to enforce their statutes diligently. 


The Participating Manufacturers conceded that Montana enacted a qualifying statute within the meaning of the 
MSA, which was in full force and effect during 2005-2016 and thereafter to date. Factual arguments exist to show 
that Montana diligently enforced its Qualifying Statute during 2005-2017. However, legal and procedural 
uncertainties exist that make an adverse determination possible. An adverse determination on the diligent 
enforcement issue could result in the loss of some or all of the MSA annual payments to the State for years 
2005-2017, which would be recouped through an offset of payments due to Montana in future years. The 
Participating Manufacturers will assert claims for NPM adjustments for future years as well. The outcome of these 
claims is also uncertain. 


In 2015, certain Settling States and Participating Manufacturers commenced multi-state arbitration of the issue of 
diligent enforcement for calendar year 2004. Montana is not a party to this arbitration; this arbitration continues. 


Montana filed a Declaratory Judgment Motion in 2017 for the 2004 NPM Adjustment to have its MSA Court (First 
Judicial District) declare that Montana had a qualifying statute in place and diligently enforced its Qualifying Statute 
for the 2004 calendar year. The Participating Manufacturers conceded that Montana has a Qualifying Statute. As 
part of this action, Montana successfully obtained a ruling from its MSA Court on the burden of proof whereby the 
Participating Manufacturers must prove that Montana did not diligently enforce its Qualifying Statute to succeed 
under the NPM Adjustment. Montana is the only state party to the MSA with this ruling on the burden of proof. On 
the eve of trial, the Participating Manufacturers settled with Montana for all of the 2004 NPM Adjustment funds 
previously withheld plus interest and earnings. The settlement does not provide a precedent for future NPM 
Adjustment proceedings, except for the ruling on the burden of proof. 


A stipulated dismissal with prejudice was filed on November 17, 2020 following a settlement of $65.3 million to be 
paid to the State for withheld payments from the disputed payment account. The State also secured ongoing relief 
for the next eleven years preventing the participating manufacturers from claimed the State did not diligently enforce 
the Master Settlement Agreement. 


PPL v. Montana involves ownership of sections of riverbed on the Missouri, Clark Fork, and Madison rivers. The 
case originated in 2003, when a group of parents of school-age children sued Petitioner PPL Montana, LLC (PPL), 
in Federal Court, alleging that the company must pay rent for the use of state-owned riverbeds to generate 
hydroelectric power. After the Federal Court dismissed the case for lack of jurisdiction, PPL filed an action in state 
district court seeking a declaration that the state could not charge them rent for the use of the riverbeds at issue. The 
State intervened in the case and counterclaimed for a declaration that PPL and its co-plaintiffs unlawfully occupied 
state lands and must compensate the State land trust on behalf of its public beneficiaries for the use of those lands. 
The legal test for ownership of the riverbeds is whether the rivers at issue were navigable at the time of 
statehood. Based upon the historical record, the District Court granted the State summary judgment on the question 
of navigability, and the case proceeded to trial on the issue of compensation for the use of trust lands. In June of 
2008, the Court issued its ruling and ordered that PPL owed the State almost $41.0 million for past use of the 
riverbeds. 


PPL appealed the decision to the Montana Supreme Court. The case was briefed and argued before the Court. In 
March of 2010, the Montana Supreme Court issued a decision upholding the district court’s finding of navigability 
and determination of compensation. 
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PPL appealed the case to the United States Supreme Court. The case was briefed and argued, and in February of 
2012, the Court reversed the Montana Supreme Court’s decision. The United States Supreme Court concluded that 
the Montana courts had applied an incorrect legal standard for determining a river’s navigability. The Court clarified 
that navigability had to be determined on a segment-by-segment basis. The Court remanded the case for further 
proceedings, and the case currently is pending in the Montana First Judicial District, Lewis and Clark County, Judge 
Michael McMahon presiding. The cause number is CDV 2004-846. Additional detail is provided below as the case 
has been remanded to the United States District Court, District of Montana, Helena Division. 


The most obvious impact of the Supreme Court’s decision is that the State is no longer entitled to the $41.0 million 
judgment. The monetary amount that the State may be entitled to depends on the navigability of the rivers, which 
will have to be determined under the Supreme Court’s segment-by-segment approach. Going forward, the litigation 
will focus on applying the Supreme Court’s segmentation approach to determine the navigable reaches of the 
Madison, Clark Fork, and Missouri Rivers. At this stage, it is difficult to predict an outcome of this litigation. 


A less obvious financial impact is the bill of costs that PPL submitted to the district court following the remand. PPL 
requested that the district court tax the State of Montana with $1.2 million for PPL’s costs relating to the appellate 
proceedings. All, but approximately $31.0 thousand, relate to premiums that PPL paid for a supersedeas bond in 
support of staying the $41.0 million judgment. In May 2012, the State filed its response to PPL’s bill of costs and 
agreed to costs for $31.3 thousand. However, the State moved the court to deny PPL’s request for costs related to the 
supersedeas bond. The parties stipulated to hold this issue in abeyance until the court rules on all remaining matters 
in the case. Counsel for the State has agreed to release the supersedeas bond. In the opinion of counsel, there are 
good legal arguments that support the State’s position that it should not be required to pay the supersedeas bond 
premiums; however, legal and procedural uncertainties exist that make an adverse determination reasonably 
possible. 


This case, now known as State of Montana v. Talen Montana, LLC et al. (Cause No. CV 16-35-H-DLC-JCL), is 
scheduled for a bench trial beginning September 27, 2021. All Defendants have answered the State's amended 
complaint, including the recently added Defendant United States. The State's expert witnesses have been disclosed 
and Defendants’ expert witnesses are required to be disclosed in February 2021. Discovery will close May 21, 2021. 
The State's claims against the utilities remain unchanged and the State still holds the opinion that no further potential 
liability to the State is expected relative to this action and no additional updates are necessary in regard to the 
outstanding litigation. 


Diaz et al. v. Blue Cross and Blue Shield of Montana et al. (Diaz) was a lawsuit filed in the Montana First Judicial 
District Court, Lewis and Clark County, Cause No. BVD-2008-956, in October 2008, by plaintiffs Jeanette Diaz, 
Leah Hoffman-Bernhardt, and Rachel Laudon, individually, and on behalf of others similarly situated, naming Blue 
Cross and Blue Shield of Montana (BCBS), New West Health Services (New West), Montana Comprehensive 
Health Association, and the State of Montana (State) as defendants. The complaint alleges that the defendants have 
violated the made-whole laws of Montana and illegally given themselves subrogation rights. 


On June 12, 2009, the Plaintiffs filed with the District Court a motion for class certification. The District Court 
Judge denied the Plaintiffs’ motion for class certification on December 16, 2009. The Plaintiffs appealed this 
decision to the Montana Supreme Court. As part of the review of the underlying decision denying class certification, 
the Montana Supreme Court remanded the case to the District Court to determine the question of whether the made- 
whole laws, codified in Section 2-18-902 and 33-30-1102, MCA, apply to the various types of third-party 
administrators (TPAs) at issue in Diaz. The District Court held that these laws do not apply to TPAs. The Plaintiffs 
appealed this decision. 


On December 21, 2011, the Supreme Court issued its decision, holding that the District Court abused its discretion 
in denying a class action and that BCBS and New West, as TPAs of the State’s health plan, are not subject to the 
made-whole laws as “insurers” under Section 2-18-901 to 902, MCA, or under a third-party beneficiary theory. 


On June 20, 2012, the District Court ruled on the State’s summary judgment motion seeking an order from the court 
that the State has not violated the made-whole laws in the administration of its health plan. The court denied the 
State’s motion, ruling that the State is an insurer for the purposes of the made-whole laws and that it must conduct a 
made-whole analysis before exercising and subrogation/coordination of benefits rights. The State filed with the 


District Court a motion requesting that the court certify its decision to the Montana Supreme Court. The District 
Court granted the motion, and the Montana Supreme Court, over Plaintiffs’ objection, ultimately agreed in a 
November 27, 2012, Order to hear this issue. The Plaintiffs also appealed to the Montana Supreme Court, the 
District Court’s definition of the class action. 


On August 6, 2013, the Montana Supreme Court issued its opinion, affirming the Montana First Judicial District 
Court’s decision defining the class action to include only those State benefit plan members who had timely filed 
claims for covered benefits within eight years before the filing of the Plaintiffs’ complaint, which was October 23, 
2008. 


On November 6, 2013, the Montana Supreme Court issued its opinion, affirming the District Court’s June 20, 2012 
decision that the applicable made-whole laws apply to the State benefit plan. 


On September 8, 2014, the District Court issued an order ruling on several motions that the parties had filed. The 
principal rulings were: (i) the Court authorized Plaintiffs to proceed with additional discovery to determine if the 
class definition should be altered or amended; (ii) given its order to allow additional discovery, the Court held in 
abeyance its decision on the State’s Motion for Summary Judgment requesting that the class be limited to those who 
timely filed claims within the one-year filing restriction contained in the State’s policy; (iii) the Court granted the 
Plaintiffs’ motions asking the Court to require the State to conform its health plans, procedures, notices and practices 
to comply with the Montana Supreme Court’s rulings in this case and to pay covered medical expenses, await the 
resolution of claims against liability carriers, and then conduct a made-whole determination before it can exercise 
subrogation or accept reimbursements from its members or providers; and (iv) the Court ordered the parties to 
develop a class notice to be sent to past and current plan members dated back to eight years before this suit was 
filed. The State and Plaintiffs’ counsel developed the notice that has been sent to class members. 


On April 13, 2015, the District Court issued an Order on Interest to Be Paid, requiring the State to include in the 
payments ultimately made to class members' interest at the rate of 10.0% per annum. For claims arising before 


December 24, 2009, interest will begin 30 days following the Montana Supreme Court’s decision in Blue Cross and 


Blue Shield of Montana, Inc. v. Montana State Auditor. For any claims arising after December 24, 2009, interest 
will begin starting on the day the underlying medical expenses were incurred. 


On October 5, 2015, the Plaintiffs filed with the District Court a motion directing the State to pay attorney fees 
arising from the class action suit. On November 9, 2015, the District Court issued an order denying Plaintiffs’ 
motion for attorney fees. 


On December 14, 2015, the District Court issued an order certifying that its orders concerning interest and attorney 
fees were final for purposes of an appeal to the Montana Supreme Court. On January 12, 2016, the Plaintiffs filed a 
Notice of Appeal with the Montana Supreme Court, appealing the interest and attorney fee orders. 


Pursuant to the Montana Supreme Court’s mandatory mediation process, the parties reached a settlement on attorney 
fee payments; however, the parties did not reach agreement on the interest issue. On October 25, 2016, the Montana 
Supreme Court issued its ruling on the interest issue, finding that November 14, 2009, is the date that interest 
commences; and, for claims arising after November 14, 2009, interest will begin starting on the day the underlying 
medical expenses were incurred. 


On April 28, 2017, the District Court appointed a Special Master to consider and resolve issues regarding expanding 
the class to persons with unsubmitted claims; whether to include claims after 2009; whether the State must identify 
members from third party administrators other than Blue Cross/Blue Shield; whether, if at all, the State must reform 
its systematic practices; supervising the payment and notice process; which party or parties should pay the Special 
Master for her time and expenses; whether the District Court should approve a partial payment of attorney fees; 
setting a time frame for making claims; setting a time for ending the class action; determining payment of residual 
funds; any other issues as necessary to facilitate the swift and equitable resolution of the case. 


As of June 30, 2017, the State paid Plaintiffs $1.4 million in based payments plus interest. 
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On June 21, 2017, the Special Master issued a report and recommended order regarding the partial payment of the 
Plaintiffs’ counsels’ attorney fees. This recommendation was based on a stipulation the State and the Plaintiffs’ 
counsel had reached, agreeing that the State would pay counsel $400.8 thousand for claims made by individuals that 
could be documented. The State has paid this amount to class counsel. 


The Special Master issued a second report and recommended order expanding the class on August 8, 2018. The 
principal findings of this recommendation were to expand the class definition to include those individuals who did 
not submit claims to the State for processing; to expand the class to end June 30, 2016; and to redefine the class as 
(a) employees, employee dependents, retirees, and retiree dependents who participate or participated in the State of 
Montana’s health benefit plan(s), administered or operated by the State and/or the third party administrators whose 
claims for covered benefits took place no earlier than eight years prior to the filing of the complaint in this action, 
which was October 23, 2008; (b) who were injured through the legal fault of persons who have legal obligations to 
compensate them for all damages sustained; and (c) who have not been made whole for their damages (or for whom 
the State and TPAs conducted no made whole analysis) because the State and the third party administrators 
programmatically failed to pay benefits for their covered medical costs. On October 29, 2018, the District Court 
Judge issued an Order Adopting the Special Master's Report Expanding the Class. 


As of June 30, 2018, the State paid Plaintiffs $1.7 million in based payments plus interest. 


On April 23, 2019, the District Court Judge approved the parties' motion for a process to identify and distribute 
residual funds for known class members on the master list for Blue Cross Blue Shield of Montana claims. On May 2, 
2019, the State issued payment of $122.0 thousand to the Hunt Law Firm for the residual funds and interest thereon. 


On May 1, 2019, the parties filed the Notice to Special Master of Agreement on Notice Procedure. Pursuant to that 
notice, the State distributed notices to all former and current State employees enrolled in the State health plan 
between January 1, 2010 through June 30, 2016. Notice was distributed through email and first-class mail. The 
initial distribution of notices was May 23, 2019. The deadline for a claimant to return a claim to the State is 
November 30, 2019. 


As of June 30, 2019, the State paid Plaintiffs $2.0 million, including the payment for residual funds and interest. 


As of June 30, 2020, the State paid Plaintiffs $2.9 million for claim payments, interest, and attorney fees for 
Plaintiffs' counsel. 


Since the case is ongoing, the State does not have sufficient information to determine the ultimate cost to the State. 


Disability Rights Montana v. Batista (Cause # CV-15-22) is a civil rights case filed by the ACLU of Montana on 
behalf of Plaintiff, alleging deliberate indifference in the provision of mental health care to seriously mentally ill 
inmates at Montana State Prison. The District Court dismissed the case for failure to state a claim, which order was 
appealed by Plaintiffs to the Ninth Circuit Court of Appeals. The Ninth Circuit Court of Appeals overturned the 
district court’s ruling and remanded the case back to the district court in front of a new judge. As a result, the 
Department of Corrections (Department) has participated in on-going discovery, with the aid of outside expert 
witnesses and the defense of the case through outside legal counsel. The parties had previously exchanged 
settlement proposals without success. Because of legislation enacted during the 2019 legislative session, the 
department implemented significant changes in the use of restrictive housing, especially as related to seriously 
mentally ill inmates. The Plaintiff has made several unreasonable demands that would cost the Department millions 
of dollars and at least $800.0 thousand in attorney’s fees and undisclosed expert witness fees. At this time, the 
Department continues to be unable to specify an anticipated amount of financial obligation imposed either by 
settlement or by judgment. 


Kila Shepherd v. Montana Department of Corrections (Department) (Cause # BDV-2020-302/DA 20-0376) is a Step 
III Grievance proceeding, in accordance with 2.21.8017, Administrative Rules of Montana (ARM), and the 
Department has hired outside legal counsel to represent it regarding Ms. Shepherd's termination from her position at 
the Department. Ms. Shepherd sought in excess of $1.0 million for punitive damages, lost wages, loss of benefits, 
emotional distress, and attorney's fees. A hearing on the Step II grievance before an administrative law judge (ALJ) 
was held in January 2019. The ALJ issued a decision in February 2020, finding in favor of the Department and 


recommending denial of the grievance. The Department concurred with the decision and issued its final 
administrative decision denying Ms Shepherd's grievance over the termination. Ms. Shepherd then filed a lawsuit in 
Lewis & Clark County district court, alleging wrongful discharge. The Department filed a motion to dismiss on the 
grounds that the suit had been filed after the statute of limitations had run. The district court granted the motion after 
full briefing. Ms. Shepherd has appealed that decision to the Montana Supreme Court and the matter is now fully 
briefed. 


Cascade County v. State of Montana, Montana and Department_of Corrections (Department) (Cause # 
CDV-2019-1181) is a case filed by Cascade County, suing for breach of contract, unjust enrichment and breach of 
implied covenant of good faith and fair dealing, seeking over $766.0 thousand in unpaid jail reimbursement costs 
plus interest at 10.0% per annum. This case involves interpretation of contract and statutory language. This matter 
has been referred to the Department of Justice Agency Legal Services for representation of the Department. The 
likelihood of success is reasonably probable. 


Vincent, Benner, and Hoch v. DPHHS (CDV-19-0314, Eighth Judicial District Court, Cascade County) was filed on 
May 17, 2019, by Montana Optometric Association members seeking class certification of all licensed Montana 
optometrists who are participating providers in Montana Medicaid. The named plaintiffs claim the department’s 
Medicaid rate structure discriminates against them because they are paid less than physicians (doctors of medicine or 
doctors osteopathy) for performing the same services. They cite Section 37-10-104, MCA, as the basis of the 
discrimination claim. They seek declaratory relief and permanent injunctive relief in their claims of discrimination, 
violations of MAPA, and breach of contract and implied covenant of good faith. They request damages, interests, 
costs, and attorney fees, which would amount to more than $1 million. 


Moody's Market, Inc. et al. v. Montana State Fund, Montana Board of Investments, and State of Montana (Cause # 
DV-18-12) is a case filed by a group of Montana State Fund (MSF) policyholders, in Lake County District Court. 
MSF Policyholders filed this in an effort to prevent the Board of Investments (BOI) from charging a 3.0% 
management fee on any single investor whose average portfolio balance held by BOI is greater than $1.0 billion. 
This fee was implemented per Senate Bill (SB) 4, passed during the 2017 Legislative Special Session. The District 
Court issued a decision dismissing MSF as a party and subsequently dismissed the case against the State of Montana 
and Board of investments. The plaintiffs appealed the District Court Decision to the Montana Supreme Court. 


The Montana Supreme Court dismissed the appeal on justiciability grounds because SB4 had terminated by its own 
terms, thereby sustaining the District Court's decision dismissing the underlying case. While plaintiffs have indicated 
they may attempt to continue litigating the case, no new complaint or other pleading has been filed. 


LL Liquor v. State of Montana (District of Montana, D.C. No. 6:15-cv-00071-SEH) 912 F.3d 533 is a case in which 
LL Liquor sued the Department of Revenue (Department) for breach of contract for changes to the Montana agency 
liquor stores' commission rates. The Ninth Circuit Court held that the Department breached the agency liquor store 
franchise agreement. On remand for damages, the Federal District Court confirmed a settlement of $5.0 million. The 
Ninth Circuit Court recently held that the Department must pay 10.0% interest on the settlement amount, in 
accordance with section 18-1-404, MCA. That additional amount, currently at $586.3 thousand, continues to accrue. 
The resulting amount of $5.6 million is a set financial loss. The Department is asking the Legislature for a 
supplemental under House Bill No. 3 for the amount. However, the Department has since asked the Federal District 
Court to reconsider and that petition has not been ruled on. 


The Public Employee Retirement Board (PERB) has four items of outstanding litigation in relation to the Sheriffs’ 
Retirement System (SRS) and the Montana Public Employee's Retirement Administration (MPERA). Refer to Note 
6, section I, for additional disclosure in relation to this legal proceeding. 


The Montana State Fund, a discretely presented component unit of the State, has two items of litigation, in addition 
to the case listed above, in relation to their operations and underlying statutory authority governing the program. 
Refer to Note 18, section O, for additional disclosure in relation to these legal proceedings. 


Federal Contingencies 
Federal Grants - The State receives significant financial assistance from the Federal government in the form of 
grants and entitlements, including several non-cash programs (which are not included in the basic financial 


B-155 


B-156 


statements). Receipt of grants is generally conditioned upon compliance with terms and conditions of the grant 
agreements and applicable Federal regulations, including the expenditure of resources for eligible purposes. 
Substantially all grants are subject to either the Federal Single Audit Act or financial and compliance audits by the 
granter agencies of the Federal government or their designees. Disallowances and sanctions as a result of these 
audits may become liabilities of the State. The State is currently involved in administrative and legal proceedings, 
with certain federal agencies, contesting various disallowances and sanctions related to federal assistance programs 
ranging from $1.8 million to $5.0 million at June 30, 2020. The State's management believes ultimate disallowances 
and sanctions, if any, will not have a material effect on the basic financial statements. 


Food Distribution Program — The amount reported for Food Distribution programs (CFDA #10.555, #10.565, 
#10.567, #10.569, and #93.053) represents the dollar value of food commodities distributed to eligible recipients 
during the year. The U.S. Department of Agriculture provides the current value of the commodities used by the State 
to compute the amount reported. The amount of funds received to administer the program is also included in the 
reported amount. The State also distributes food commodities to other states in the western region of the United 
States, the value of which is excluded from the reported amounts. During fiscal year 2020, the State distributed $1.2 
million of food commodities under CFDA #10.567 to other states. 


The State distributed $12.2 million in commodities in fiscal year 2020. The value at June 30, 2020, of commodities 
stored at the State’s warehouse, is $4.7 million, for which the State is liable in the event of loss. The State has 
insurance to cover this liability. 


Miscellaneous Contingencies 

Loan Enhancements — As of June 30, 2020, the Board of Investments (BOI) had provided loan guarantees from the 
Coal Severance Tax Permanent Fund to the Municipal Finance Programs and the Facility Finance Authority (a 
component unit of the State of Montana), totaling $179.0 million. The BOI’s exposure to bond issues of the 
Municipal Finance Programs was $90.7 million, while exposure to bond issues, surety bonds, and designated loans 
of the Facility Finance Authority were $88.3 million. The BOI has not been held responsible for any loan guarantee 
in the past. 


Gain Contingencies — Certain natural resource and corporate tax assessments are not reported on the State's financial 
statements because they are being protested administratively. As of June 30, 2020, the following assessments (by 
fund type) were outstanding (in thousands): 


Taxes General Fund 
Corporate Tax $ 6,693 


The collectability of these contingencies is dependent upon the decisions of the court, other authorities, or agreed 
upon settlements. The corporate tax assessments include material estimates that could result in a significant 
reduction of the tax assessed once actual numbers are provided. Interest related to corporate tax assessments is 
distributed to the General Fund and is included in the assessment total above. 


Loss Contingencies — Certain corporations have requested refunds that are not reported on the State’s financial 
statements as of June 30, 2020. The corporations have appealed the Department of Revenue's decision to deny or 
adjust the refund. As of June 30, 2020, these include $11.2 million of General Fund corporate tax refunds. It is 
estimated that most of these corporation tax refunds would consist primarily of tax and could be significantly 
reduced or eliminated due to audits and appeals currently in process. 


Certain companies have protested property taxes that have been included as revenue on the State’s financial 
statements as of June 30, 2020. As of June 30, 2020, these include $16.3 thousand of protested property taxes 
recorded in the General Fund and $18.4 thousand recorded in the State Special Revenue Fund. 


NOTE 17. SUBSEQUENT EVENTS 


Investment Related Issues 
Since June 30, 2020, the Board of Investments (BOI) made additional commitments to fund loans from the 
INTERCAP loan program in the amount of $8.1 million. 


Since June 30, 2020, BOI has committed $228.5 million within the Real Estate Pension Asset Class of Consolidated 
Asset Pension Pool (CAPP). 


Since June 30, 2020, BOI has committed and funded another $1.5 million to Montana lenders from the Coal 
Severance Tax Permanent Fund's In-State Loan Program and committed, but not yet funded, an additional $1.8 
million. On top of these commitments, lenders have also reserved $6.5 million in new loans. Of the reservations in 
effect as of June 30, 2020, $7.0 million have expired. Additional reservations in the amount of $2.4 million were 
made for the Veteran's Home Loan Mortgage Program residential mortgage purchases. 


In August 2020, BOI approved an additional loan guarantee from the Coal Severance Tax Permanent Fund to 
Facility Finance Authority totaling $20.0 million. 


Other Subsequent Events 
In August 2020, Department of Natural Resources & Conservation (DNRC) received $10.1 million from 
Department of Fish, Wildlife & Parks in payment for the permanent recreation easement at Big Arm State Park. 


On August 26, 2020, the Board of Examiners authorized a $1.5 million Non-Point Source Renewable Resource 
2020F bond, which was issued on October 15, 2020. 


On September 11, 2020, DNRC issued Series 2020E bonds, in the amount of $2.8 million, for the St. Mary's Project. 


On September 29, 2020, the Department of Administration issued a total of $50.9 million in three new general 
obligation bond series. Bond Series 2020G, authorized by 2019 HB652, was issued at par value of $32.5 million. 
Bond Series 2020H, for the Long-Range Building Montana Historical Society project, was issued at par value of 
$5.9 million. Bond Series 20201 was issued at $12.5 million for the refunding of outstanding Potomac Trust Lands 
general obligation bond Series 2010F. 


On October 20, 2020, DNRC issued Series 2020J bonds for the Water Pollution Control State Revolving Fund, in 
the amount of $24.9 million. The bond proceeds will be used to refund the outstanding balance of Series 2015C 
bonds of $19.3 million and the remaining will be used for new loans within the program. 


On November 16, 2020, the Department of Justice reached a settlement of $49.0 million to be recovered from 
tobacco companies as a result of wrongly withheld taxes from a 1998 settlement. 


On November 16, 2020, The Board of Examiners authorized the following: 
¢ $1.0 million Series 2020K general obligation bonds, which were issued on December 3, 2020, 
* $14.0 million Coal Severance Tax Series 2020L bonds, whose proceeds will be used to refund the 
outstanding balance on existing Coal Severance Tax bonds, which were issued on December 23, 2020, 
¢ $1.7 million Coal Severance Tax Series 2020M bonds, which were issued on December 23, 2020, and 
¢ $8.0 million general obligation bond anticipated note, $4.0 million for the Water Pollution Control and $4.0 
million for the Drinking Water State Revolving Fund Programs, neither of which have been issued. 


On December 23, 2020, DNRC issued taxable Series 2020N general obligation bond anticipation note for the 
Drinking Water State Revolving Fund Program, in the amount of $3.2 million. 


Though nearly $100.0 million was spent during fiscal year 2020, the total amount of the Coronavirus Aid, Relief, 
and Economic Security (CARES) Act funding granted to Montana by the federal government, $1.25 billion, is 
expected to be expended during fiscal year 2021 for COVID-19 related grants and expenditures incurred. The 
allocation of these funds is estimated to be distributed, most notably, as follows: 

* 22% through the Business Stabilization, Adaptability, and Innovation programs, 
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¢ 22% through local government and state agency reimbursements, 
¢ 20% through additional Unemployment Insurance benefits, 

¢ 7% through public and private school programs, 

* 6% through working capital loans and loan deferments, 

¢ 5% through child care programs, and 

¢ 4% through social services grants to nonprofits. 
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NOTE 18. COMPONENT UNITS 
A. Condensed Financial Statements 


Below are the condensed financial statements of the component units for the State of Montana as of June 30, 2020 
(in thousands): 


Condensed Statement of Net Position 
Component Units 


Montana Facility Montana Montana University Total 
Board of Finance State State of Component 
Housing Authority Fund (1) University Montana Units 
Assets: 
Cash, investments and other assets $ 706,291 $ 8,564 $ 1,690,107 $ 661,740 $ 610,922 $ 3,677,624 
Due from primary government _ _— —_ 277 1,048 1,325 
Due from component units — _ —_— _ 176 176 
Capital assets (net) (Note 18C) 17 1 38,190 561,777 390,663 990,648 
Total assets 706,308 8,565 1,728,297 1,223,794 1,002,809 4,669,773 
Deferred Outflows of Resources 555 58 3,317 43,611 30,020 77,561 
Liabilities: 
Accounts payable and other liabilities 11,873 22 108,644 77,448 72,638 270,625 
Due to primary government — — _ 2,025 60 2,085 
Due to component units — _ _— 176 — 176 
Advances from primary government (2) (3) — — _ 16,993 2,991 19,984 
Long-term liabilities (Note 18) 534,714 271 1,041,217 349,542 293,856 2,219,600 
Total liabilities 546,587 293 1,149,861 446,184 369,545 2,912,470 
Deferred Inflows of Resources 362 45 3,661 22,512 29,642 56,222 
Net Position: 
Net investment in capital assets 3 1 38,190 365,329 279,070 682,593 
Restricted 159,911 _ _ 343,094 335,639 838,644 
Unrestricted _ 8,284 539,902 90,286 18,933 657,405 
Total net position $159,914 $ 8,285 $ 578,092 $ 798,709 $ 633,642 $ 2,178,642 


“) Montana State Fund reports their financial statements on a calendar-year basis. The information provided is for the year ended December 31, 2019. 

® Loans from the Coal Severance Tax Permanent Fund make up $4.5 million and $3.0 million of these balances for Montana State University and 
University of Montana, respectively. 

® Loans from the Board of Investment's INTERCAP and the Department of Environmental Quality's energy conversation loan programs make up $9.9 
million and $2.6 million, respectively, of the balance for Montana State University. 
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Condensed Statement of Activities 
Component Units 


Montana Facility Montana Montana University Total 
Board of Finance State State of Component 
Housing Authority Fund") University Montana Units 
Expenses $ 24,455 § 705 $ 201,034 $ 630,487 $ 452,417 $ 1,309,098 
Program Revenues: 
Charges for services 1,742 741 156,871 287,201 169,686 616,241 
Operating grants and contributions 25,151 155 — 213,150 126,758 365,214 
Capital grants and contributions _— — _— 5,972 1,875 7,847 
Total program revenues 26,893 896 156,871 506,323 298,319 989,302 
Net (expense) program revenues 2,438 191 (44,163) (124,164) (154,098) (319,796) 
General Revenues: 
Unrestricted investment earnings _ _ 136,145 3,397 3,559 143,101 
Transfer from primary government 2) _— — — 140,660 104,003 244,663 
Gain (loss) on sale of capital assets — — (88) 244 — 156 
Miscellaneous — — 1,036 — _ 1,036 
Contributions to term and permanent 
endowments _— —_ — 14 37,043 37,057 
Total general revenues and contributions — — 137,093 144,315 144,605 426,013 
Change in net position 2,438 191 92,930 20,151 (9,493) 106,217 
Total net position — July 1 — as previously 
reported 157,476 8,043 483,186 779,022 643,135 2,070,862 
Adjustments to beginning net position _ 51 1,976 (464) _ 1,563 
Total net position — July 1 — as restated 157,476 8,094 485,162 778,558 643,135 2,072,425 
Total net position — June 30 $ 159,914 $ 8,285 $ 578,092 $ 798,709 $ 633,642 $ 2,178,642 


"Montana State Fund reports their financial statements on a calendar-year basis. The information provided is for the year ended December 31, 2019. 
Transfers to both Montana State University and the University of Montana are appropriated by the State legislature to assist with higher education 
related costs. 


B. Cash/Cash Equivalents and Investments 


Due to the integration of funds and combined financial information, component unit cash and cash equivalents, 
equity in pooled investments, and investments are included with the primary government in Note 3. For more detail 
on investments held outside of the Montana Board of Investments, refer to the entity's respective separately issued 
financial statements. 


C. Capital Assets 


The following table summarizes net capital assets reported by the discretely presented component units (in 
thousands). All component units, other than higher education units, are included under the “Other” caption for this 
schedule: 


Montana 
State University of 
University Montana Other Total 
Capital assets not being depreciated: 
Land $ 8,202 $ 8,306 $ 1,140 $ 17,648 
Construction work in progress 12,292 10,420 12,130 94,842 
Capitalized collections 9,910 28,098 _ 38,008 
Livestock for educational purposes 4,198 — — 4,198 
Total capital assets not being depreciated 94,602 46,824 13,270 154,696 
Capital assets being depreciated: 
Infrastructure 44,994 9,904 _ 54,898 
Land improvements 31,700 16,408 _ 48,108 
Buildings/Improvements 749,697 660,181 27,941 1,437,819 
Equipment 167,970 104,266 7,507 279,743 
Livestock _ 255 — 255 
Library books 67,680 62,583 _ 130,263 
Leasehold improvements 8,784 _ — 8,784 
Total capital assets being depreciated 1,070,825 853,597 35,448 1,959,870 
Total accumulated depreciation (621,188) (513,996) (10,645) (1,145,829) 
Total capital assets being depreciated, net 449,637 339,601 24,803 814,041 
Intangible assets 1,205 1,783 135 3,123 
MSU Component Unit capital assets, net 16,333 _ — 16,333 
UM Component Unit capital assets, net _ 2,455 — 2,455 
Discretely Presented Component Units 
capital assets, net $561,777 $ 390,663 $ 38,208 $ 990,648 


D. Other Postemployment Benefits (OPEB) 


Non-university component units are included in the State of Montana benefit plan, whereas the Office of the 
Commissioner of Higher Education (included in the primary government otherwise) is included in the Montana 
University System benefit plan. For these reasons, component unit OPEB information is included in Note 7. 


E. Risk Management 


Montana State Fund (MSF or New Fund) is the only component unit risk pool. Unpaid claims and claim adjustment 
expenses are estimated based on the ultimate cost of settling the claims, including the effects of inflation and other 
societal/economic factors. There are no significant reductions in insurance coverage from the prior year, nor any 
insurance settlements exceeding insurance coverage for the last three years for MSF. This fund uses the accrual basis 
of accounting. Montana State Fund investments are recorded at fair value, and the premiums and discounts are 
amortized using the scientific interest method over the life of the securities. 


(1) Montana State Fund (MSF) — This fund provides liability coverage to employers for injured employees who 
are insured under the Workers Compensation and Occupational Disease Acts of Montana and workers compensation 
claims occurring on or after July 1, 1990. MSF is a self-supporting, competitive State fund, and functions as the 
guaranteed market. At December 31, 2019, approximately 23,300 employers were insured with MSF. Anticipated 
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investment income is considered for computing a premium deficiency, and employers must pay premiums to MSF 
within specified time frames. 


An actuarial study prepared by Willis Towers Watson, as of December 31, 2019, estimated the cost of settling 
claims that have been reported but not settled and claims that have been incurred but not reported. Due to the fact 
that actual claim costs depend on complex factors such as inflation and changes in the law, claim liabilities are 
recomputed periodically using a variety of actuarial and statistical techniques. These techniques are used to produce 
current estimates that reflect recent settlements, claim frequency, and other economic and societal factors. 


A provision for inflation is implicit in the calculation of estimated future claim costs because reliance is placed both 
on actual historical data that reflect past inflation and on other factors that are considered to be appropriate modifiers 
of past experience. As of December 31, 2019, $956.6 million of unpaid claims and claim adjustment expenses were 
presented at face value. 


Section 39-71-2311, MCA, requires MSF to set premiums, at least annually, at a level sufficient to ensure adequate 
funding of the insurance program during the period the rates will be in effect. It also requires MSF to establish a 
minimum surplus above risk-based capital requirements to support MSF against risks inherent in the business of 
insurance. 


For the year ended December 31, 2019, MSF ceded premiums to other reinsurance companies to limit the exposure 
arising from large losses. These arrangements consist of excess of loss contracts that protect against individual 
occurrences over stipulated amounts, and an aggregate stop-loss contract which protects MSF against the potential 
that aggregate losses will exceed expected levels expressed as a percentage of premium. The excess of loss contract 
provides coverage for occurrences up to $100.0 million; however, MSF retains the first $5.0 million of coverage. 
The excess of loss protection applies to an individual occurrence with a maximum of $5.0 million on any one life. 


The term of the current aggregate stop-loss contract is January 1, 2017 through January 1, 2020. The contract 
provides coverage based on MSF’s premium levels not to exceed 15.0% of the subject net earned premium. In the 
event reinsurers are unable to meet their obligations, under either the excess of loss contracts or the aggregate stop- 
loss contract, MSF would remain liable for all losses, as the reinsurance agreements do not discharge MSF from its 
primary liability to the policyholders. 


Premium revenue was reduced by premiums paid for reinsurance coverage of $9.6 million during the year ended 
December 31, 2019. 


Estimated claim reserves were reduced by $387.0 thousand as of December 31, 2019, for the amount of reinsurance 
estimated to be ultimately recoverable on incurred losses due to the excess of loss reinsurance contract. There were 
no estimated recoverables due to the aggregate stop-loss contract. 


(2) Changes in Claims Liabilities for the Past Two Years — As indicated above, this fund establishes liabilities 
for both reported and unreported insured events, including estimates of future payments of losses and related claim 
adjustment expenses. The following table presents changes (in thousands) in the aggregate liabilities for Montana 
State Fund net of estimated reinsurance recoverable. The information presented is at face value and has not been 
discounted. 
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Year Ended Year Ended 
December 31,2019 December 31, 2018 


Unpaid claims and claim adjustments expenses 


at beginning of year $ 941,638 $ 919,690 
Incurred claims and claim adjustment expenses: 
Provision for insured event of the current year 129,455 137,066 
Increase (decrease) in provision for insured 
events of prior years (9,466) (15,141) 
Total incurred claims and claim adjustment 
expenses 119,989 121,925 
Payments: 


Claims and claim adjustment expenses 
attributable to insured events of the 


current year (24,965) (22,903) 
Claims and claim adjustment expenses 
attributable to insured events of prior years (80,068) (77,074) 
Total payments (105,033) (99,977) 
Total unpaid claims and claim adjustment 
expenses at end of year $ 956,594 $ 941,638 


F. Capital Leases/Installment Purchases 


Obligations under capital leases/installment purchases at June 30, 2020, were as follows (in thousands): 


Discretely 
Presented 
Fiscal Year Ending June 30: | Component Units 
2021 $ 185 
2022 127 
2023 84 
2024 43 
2025 22 
Thereafter 4 
Total minimum payments 465 
Less: interest (39) 


Present value of minimum 
payments $ 426 
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G. Operating Leases 


Future rental payments under operating leases at June 30, 2020, are as follows (in thousands): 


Discretely Presented 


Fiscal Year Ending June 30: 


2021 
2022 
2023 
2024 
2025 


Thereafter 
Total future rental payments $ 


H. Debt Service Requirements 


$ 


Component Units 


5,238 
4,297 
3,978 
3,165 
3,922 
15,806 
36,406 


Debt service requirements of discretely presented component units at June 30, 2020, were as follows (in thousands): 


Ended 


June 
2021 
2022 
2023 
2024 
2025 
2026 - 
2031 
2036 - 
2041 
2046 - 
2051 

Total 


30: 


2030 


- 2035 


2040 


- 2045 


2050 


- 2055 


Montana Board of Housing 


Principal 
18,735 
19,385 
19,850 
20,315 
20,495 

113,935 
112,590 
91,223 
71,495 
33,215 
220 

$ 521,458 $ 


Interest 
17,380 
16,923 
16,440 
15,904 
15,334 
66,277 
46,826 
28,245 
12,814 

2,891 
4 
239,038 $ 


Montana State University 


Principal 
10,530 
10,598 

6,275 

6,580 
31,360 
30,635 
25,700 
26,975 
10,940 


159,593 $ 


Interest 
7,330 
6,955 
6,621 
6,340 
6,039 

25,025 
17,684 
10,603 
4,487 
454 


91,538 


$ 


Montana State University 


Direct Placement University of Montana 


Principal Interest Principal Interest 
421 454 2,415 5,562 
433 442 3,010 5,467 
446 429 3,130 5,348 
459 416 3,255 5,224 

2,905 402 3,380 5,096 
2,896 1,794 19,285 23,101 
3,347 1,392 24,090 18,287 
3,869 927 28,440 13,958 
1,274 390 33,310 9,066 
_— 6 39,140 3,237 
15,650 $ 6,652 $ 159,455 $ 94346 
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Long-term liability activity of discretely presented component units for the year ended June 30, 2020, was as follows 
(in thousands): 


Amounts 
Amounts Due In More 
Beginning Ending Due Within Than One 
Balance” Additions Reductions Balance One Year Year 
Discretely presented component units 
Bonds/notes payable 
Montana Board of Housing 493,225 112,309 74,252 531,282 18,735 512,547 
Montana State University (MSU) 178,345 576 11,566 167,355 10,530 156,825 
MSU Direct Placement 16,058 — 409 15,649 421 15,228 
University of Montana (UM) 87,636 169,463 88,864 168,235 2,415 165,820 
Total bonds/notes payable 775,264 282,348 175,091 882,521 32,101 850,420 
Other liabilities 
Lease/installment purchase payable 496 35 105 426 162 264 
Compensated absences payable 65,191 31,431 26,982 69,640 33,102 36,538 
Arbitrage rebate tax payable 1,124 390 393 1,121 559 562 
Estimated insurance claims 941,638 139,078 124,122 956,594 106,402 850,192 
Due to federal government 32,536 112 5,391 27,257 _— 27,257 
Derivative instrument liability 4,227 1,272 — 5,499 — 5,499 
Reinsurance funds withheld 48,386 8,368 _— 56,754 _— 56,754 
Unearned compensation 391 _ _ 391 _ 391 
Net pension liability 193,190 17,977 24,772 186,395 — 186,395 
Total OPEB liability 39,694 9,604 21,838 27,460 _ 27,460 
Total other liabilities 1,326,873 208,267 : 203,603 1,331,537 140,225 1,191,312 
2,102,137 490,615 378,694 2,214,058 172,326 2,041,732 
Long-term liabilities of Montana University System component units ®) 1,270 4,272 
Total discretely presented component units’ long-term liabilities $ 173,596 $ 2,046,004 


{When applicable, this amount includes unamortized discounts and unamortized premiums. 

® Beginning balances are taken from component unit financial statements, which may have been adjusted from the prior year's ending balances. 

®  Inter-entity transaction eliminations between Montana University System component units for debt shown in the component unit information can cause 
negative balances in component unit information. 


J. Refunded and Early Retired Debt 


Refunded Debt 
On June 16, 2020, Montana Board of Housing (MBOH) issued Single Family Mortgage Bond Series A-1 in the 
amount of $39.1 million to refund 2009 Series E bond and Series A-2 in the amount of $3.3 million to refund 2011 
Series A bond. 


Defeased Debt Outstanding 

The University of Montana has defeased certain bond issues by placing the proceeds of new bonds in an irrevocable 
trust. The proceeds, together with interest earned thereon, will be sufficient for future debt service payments on the 
refunded issues. Accordingly, the trust account assets and the liability for the defeased bonds are not included in the 
University's consolidated financial statements.The debt service cash flows for the refunding portion are less than that 
for the advance refunded debt by $8.8 million. The economic gain from the advanced refunding was $7.4 million. 
As of June 30, 2020, $139.5 million of bonds outstanding were considered defeased. 
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Kk. No-Commitment Debt 


Information is presented below for financing authorities participating in debt issues. The State has no obligation for 
this debt. Accordingly, these bonds and notes are not reflected in the accompanying financial statements. 


Facility Finance Authority (FFA) 

FFA is authorized to issue bonds and notes to finance projects for qualifying health care and other community-based 
service providers. The revenue bonds are payable solely from loan repayments to be made by eligible facilities 
pursuant to loan agreements, and further, from the funds created by the indentures and investment earnings thereon. 
The notes are payable solely from loan repayments pursuant to loan agreements. The revenue bonds and notes 
payable issued by FFA do not constitute a debt, liability, obligation, or pledge of faith and credit of the State of 
Montana, with the exception of the Montana State Hospital Project included in Note 11. At June 30, 2020, revenue 
bonds and notes outstanding aggregated $1.1 billion. 


The Board of Investments and FFA have entered into a capital reserve account agreement for certain bond issues. 
See Note 16 for more information. 


Montana Board of Housing (MBOH) 

MBOH is authorized to issue bonds and make mortgage loans in order to finance affordable housing for Montana 
residents. The bonds are special limited obligations, payable solely from pledged revenues and assets of the 
borrower, not general obligations of MBOH. These bonds issued by MBOH do not constitute a debt, liability, 
obligation, or pledge of faith and credit of the State of Montana. At June 30, 2020, bonds outstanding aggregated 
$81.3 million. 


L. Non-Exchange Financial Guarantee 


BOI provides loan guarantees from the Coal Severance Tax Fund to the Facility Finance Authority (FFA). BOI 
exposure to bond issues, surety bonds, and designated loans of the FFA totaled $88.3 million as of June 30, 2020. 
FFA is a discretely presented component unit of the State of Montana. FFA guarantee requests are submitted to BOI 
for review and approval. BOI’s participation, either duration or any other consideration, to either purchase bonds or 
loans or to lend money for deposit into FFA’s statutorily allowed capital reserve account is explicitly limited by 
statute, which requires BOI to act prudently. The guarantee requests from FFA pertain to bonds issued by FFA with 
a term of up to 40 years. BOI and FFA have entered into an agreement detailing repayment to BOI. BOI has not had 
to perform on any loan guarantee in the past. 


The following schedule summarizes the activity related to the non-exchange financial guarantee during the year 
ended June 30, 2020 (in thousands): 


Beginning Ending 
Balance Additions Reductions Balance 
$ 88,941 $ 4,000 $ 4,595 $ 88,346 


M. Derivative Transactions Related to Long-term Debt 


Montana State University (MSU) has two interest rate swaps as of June 30, 2020. Interest rate swaps are classified 
as hedging derivative instruments if the instruments meet the criteria of paragraphs 27 (a) and (b) of GASB 
Statement No. 53 — Accounting and Financial Reporting for Derivative Instruments (GASB 53), or as investment 
derivative instruments if they do not. 


Trade Effective Termination 
Derivative Description Date Date Date Terms Counterparty 
$25.75 million fixed payerswap 3/10/2005 = 7/21/2005 11/15/2035 Pay 3.953%, Receive SIFMA Deutsche Bank AG 
$25.25 million basis swap 12/19/2006 = 11/15/2007 11/15/2035 Pay SIFMA, Receive 86.8% Morgan Stanley 


of 10-year SIFMA Capital 


As of June 30, 2020, the fixed payer swap is classified as a hedging derivative instrument under GASB 53, whereas 
the basis swap is an investment derivative instrument because there is no identified financial risk being hedged by 


the basis swap that can be expressed in terms of exposure to adverse changes in cash flows or fair values. GASB 53 
includes four methods for evaluating hedge effectiveness; a governmental entity may use any of the evaluation 
methods outlined in GASB 53 and is not limited to using the same method from period to period. The four methods 
described in GASB 53 are: consistent critical terms, synthetic instrument, dollar-offset, and regression analysis. In 
addition, GASB 53 permits a governmental entity to use other quantitative methods that are based on “established 
principles of financial economic theory.” The fixed payer swap passes the established criteria using the regression 
analysis methodology. 


The fair values of the interest rate swaps were estimated using the zero-coupon method. This method calculates the 
future net settlement payments required by the swap, assuming that the current forward rates implied by the yield 
curve correctly anticipate future spot interest rates. These payments are then discounted using the spot rates implied 
by the current yield curve for hypothetical zero-coupon bonds due on the date of each future net settlement on the 
swaps. To measure non-performance risk for a derivative liability, credit spreads implied by the credit rating for debt 
issues by entities with similar credit characteristics were used. This is the best method available under current 
market conditions since MSU has no credit default swaps that actively trade in the marketplace. For a derivative 
asset, the adjustment for non-performance risk of counterparties was determined by analyzing counterparty-specific 
credit default swaps, if available. If not available, credit default swaps in the market for entities of similar type and 
rating were used, along with information found in various public and private information services. This analysis is 
used to construct a credit curve that is applied to the discount curve on the net settlement payments of the derivative. 


The counterparty to the fixed payer swap had the right to terminate the swap at $0 on December 14, 2016 (a 
European option); this option was not exercised. As of the trade date, the option’s value included intrinsic value and 
time value. The option’s intrinsic value (calculated as the difference between the at-market rate of 4.11% and the 
off-market rate of 3.953%) is accounted for as a loan receivable and is repaid by the off-market portion of each swap 
payment. On September 10, 2010, the Series J bonds were converted to index bonds. On September 4, 2018, the 
original Series J bonds were refunded in full with proceeds from the Series F 2018 bonds, which were issued in a 
"SIFMA Index Rate" mode. While in the SIFMA Index Rate, and through the Index Interest Rate Period, which 
spans from September 4, 2018 through and including September 1, 2023, the interest rate is reset weekly at a rate of 
the SIFMA rate plus a fixed spread. The spread is based on the long-term, unenhanced rating assigned to MSU with 
the current spread as of June 30, 2020, was 0.45%. The dependent variable in the regression is the interest rates of 
the hedged cash flows; the independent variable is the floating rates due under the hedging derivative. 


The fair value of the fixed payer swap liability as of June 30, 2020 is at fair value level 2 and was based on forward 
SIFMA rates using the three-month Libor Zero Curve, and the BMA Swaption Volatility on the AA Rated Muni 
Revenue Curve. The fair value of the nonhedging derivative investment is also at level 2 and was based on forward 
SIFMA rates using the 10-year forward BMA constant maturity swap, the three-month Libor Zero Curve, and the 
BMA Swaption Volatility on the counterparty’s credit default swap. 


The following table summarizes the reported balances as of, and the derivative instrument activity during, the year 
ended June 30, 2020 (in thousands): 


Activity During 2020 Fair Values at June 30, 2020 
Cash flow hedges: Notional Classification Amount Classification Amount 
Cash flow hedge — 
Pay fixed interest rate swap 18,225 Interest expense 18 Loan receivable 194 
Investment income — Derivative liability 5,499 
Deferred outflow 1,272 
Investment derivative - 
Basis swap Investment (excluding 


18,225 Investment loss 273 interest accrued) (18) 
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The objective and terms of MSU’s hedging derivative outstanding as of June 30, 2020, is as follows (in thousands): 


Notional Termination Cash (Paid)/ 
Type Objective amount Effective Date Date Received Terms 
Pay fixed, cancelable Hedge interest rate risk Pay 3.953% 
interest rate swap on Series F 2018 Bonds $ 18,255 7/21/2005 11/15/2035 = $ — Receive SIFMA 


Credit Risk 

It is MSU’s policy to enter into derivative agreements with highly rated counterparties. As of June 30, 2020, 
counterparty ratings were A3 by Moody’s and BBB+ by Standard and Poor’s (S&P). MSU manages credit risk by 
requiring its counterparties to post collateral in certain events. MSU is entitled to collateral from its fixed payer swap 
counterparty if the interest rate swap’s fair value is greater than $5.0 million, and the counterparty is rated A+ or A 
by S&P, or Al or A2 by Moody’s. If the counterparty to the fixed payer swap is rated A- or below, by S&P, or A3 
or below by Moody’s, MSU is entitled to collateral up to 100% of the swap’s fair value. MSU is not required to post 
collateral. MSU will continue to monitor counterparty credit risk. 


MSU enters into derivative agreements with multiple counterparties to limit the concentration of credit risk. 
Currently, MSU has interest rate swaps with two different counterparties, and each counterparty accounts for 
approximately 50% of outstanding notional. MSU monitors counterparty credit risk on an ongoing basis. 


Interest Rate Risk 

Interest payments on variable rate debt will typically increase as interest rates increase. MSU believes it has 
significantly reduced interest rate risk by entering into a pay-fixed, receive floating interest rate swap. As interest 
rates increase, net swap payments decrease so that changes in hedged variable-rate debt interest payments, 
attributable to SIFMA, are largely offset by the net swap payments. 


Basis Risk 

The variable-rate cash flows being hedged by the pay-fixed swap will increase or decrease as SIFMA rates increase 
or decrease. Because the hedged cash flows are SIFMA based and the floating receipts of the pay-fixed swap are 
SIFMA based, there is no basis risk. 


Termination Risk 

MSU or its counterparties may terminate a derivative instrument if the other party fails to perform under the terms of 
the contract. In addition, MSU’s fixed payer swap counterparty has the right to terminate the derivative if the credit 
rating of MSU’s unenhanced long-term revenue bond rating is withdrawn, suspended, or reduced below BBB-, in 
the case of S&P, or below Baa3 in the case of Moody’s. If such an event occurs, MSU could be forced to terminate 
the fixed payer swap in a liability position. As of June 30, 2020, MSU’s unenhanced long-term revenue bond rating 
was Aa3 by Moody’s and A+ by S&P. 


Foreign Currency Risk 
All hedging derivatives are denominated in US Dollars, and therefore MSU is not exposed to foreign currency risk. 


Market Access Risk 

Market access risk is the risk that MSU will not be able to enter credit markets or that credit will become more 
costly. For example, to complete a derivative instrument’s objective, an issuance of refunding bonds may be planned 
in the future. If at that time MSU is unable to enter credit market, expected cost savings may not be realized. 


N. Related Party Transactions 


Private nonprofit organizations with relations to the University of Montana (UM) include the Alumni Association, 
the Montana Technology Enterprise Center (MonTEC), the Montana Tech Booster Club, and the Montana Tech 
Alumni Association. The associations and booster club operate exclusively to encourage, promote, and support 
educational programs, research, scholarly pursuits, and athletics at, or in connection with UM. For the year ended 
June 30, 2020, $300.8 thousand was transferred from or expended by the Montana Tech Booster Club for 
scholarships and construction projects. In exchange, UM provides the associations and booster club with office 
space, staff, and some related office expenses. MonTEC was established as a nonprofit 501(c)3 corporation in fiscal 
year 2001 as a result of an agreement between UM and the Missoula Area Economic Development Foundation 
(MAEDF). MonTEC provides low-cost lease space and business consulting to local “start-up” companies. The 
corporation’s board of directors is comprised of four members. Two members of the board of directors are UM 
employees, and two are non-UM employees. UM does not provide office space or other services to MonTEC. 


Private nonprofit organizations affiliated with Montana State University (MSU) include the MSU-Bozeman 
Bookstore, Friends of KUSM, and Friends of KEMC. Friends of Montana Public Television provided $1.9 million 
during 2020, and Friends of KEMC Public Radio provided $1.2 million during 2020 in support of MSU’s television 
and radio stations. 


O. Litigation Contingencies 


Susan Hensley v. Montana State Fund involves a constitutional challenge to one of the revisions to the Workers’ 
Compensation Act passed in 2011. At issue is the constitutionality of the changes to section 39-71-703 (2), MCA, 
which state that a Class I impairment is not payable unless that occurred on or after that date. The Workers' 
Compensation Court issued its decision on August 22, 2019, upholding the statute and granting the State Fund's 
motion for summary judgment. The petitioner's attorney filed a notice of appeal on September 12, 2019, and the 
matter is currently before the Montana Supreme Court. Should the statute be held unconstitutional and apply to other 
claims retroactively, the potential liability is estimated to be at least $2.2 million per year, based on the National 
Council on Compensation Insurance initial pricing, and current estimated business volumes. However, based on 
experience, costs may be substantially higher than the estimate of $2.2 million per year. 


Steven Hanson v. Montana State Fund is a companion case to Susan Hensley v. Montana State Fund and has been 
held in abeyance pending a decision in Hensley. 


P. Subsequent Events 


On July 1, 2020, two Montana Board of Housing (MBOH) Multifamily Housing Revenue private placement conduit 
bonds were issued. The Butte Affordable Owner 1 Project, Series 2020 was issued in the amount of $13.2 million. 
The Butte Affordable Owner 11 Project, Series 2020 was issued in the amount of $29.3 million. 


On August 3, 2020, a Master Loan Program Bond of $13.5 million was made from the Facilities Finance Authority 
(FFA) to Powell County Medical Center for the purpose of refunding its existing Series 2010A Bond. 


On August 20, 2020, MBOH approved a Habit for Humanity set-aside for fiscal year 2021 of $3.0 million with an 
expiration date of June 30, 2021. 


On September 11, 2020, Montana State Fund's board declared a dividend of $20.0 million to be distributed to 
approximately 22,500 employers. 


In September 2020, Montana State University received authorization from the Board of Regents to expend up to 
$60.0 million to design and construct a comprehensive Student Wellness Center. The project will be financed with 
insurance proceeds of $36.0 million, revenue bonds proceeds of $22.0 million, and existing student fee balances of 
$2.0 million. 


On October 15, 2020, the 2020 Series C Single Family Mortgage Bonds, were closed by MBOH in the amount of 
$30.0 million. 
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On October 29, 2020, a Master Loan Program Bond of $20.0 million and a Stand Alone Program Bond of $32.7 
million was made from the FFA to Shodair Children's Hospital for the purpose of constructing a new children's 
hospital. 


Q. Commitments 


Montana State Fund (MSF or New Fund) is in a multi-year project to replace its legacy policy management system. 
The first phase to select vendors, coordinate change management processes, and develop and implement core policy 
management and billing transaction systems is expected to be completed by December 2020 and require total 
expenditures estimated at $33.4 million. The total project cost through December 31, 2019, was $23.0 million. The 
last phase to develop remaining enhancement features will be planned and arranged with consulting services towards 
the end of 2020. Costs during the application development phase will be capitalized and recorded as construction 
work in process until the system is deployed. 


As of June 30, 2020, Montana State University (MSU) had issued purchase orders committing the expenditure of 
approximately $17.2 million for equipment, supplies, and services which had not yet been received. 


In September 2018, the US Department of Education (Department) informed the University of Montana (UM) that it 
was imposing a fine of $966.6 thousand for its failure to comply with the requirements of the Jeanne Clery 
Disclosure of Campus Security Policy and Campus Crime Statistics Act (the Clery Act) in Section 485 (f) of the 
Higher Education Act of 1965, 20 USC Section 1092 (f). In October 2018, UM submitted a letter to appeal the 
proposed fine action and requested a hearing with the Department’s Office of Hearings and Appeals. In January 
2019, UM and the Department agreed to resolve the matter, and the fine amount was reduced to $395.0 thousand to 
be paid in installments over five years. UM subsequently paid off the remaining balance due to the Department in 
July 2019. 


NOTE 19. MATERIAL VIOLATIONS OF FINANCE-RELATED LEGAL PROVISIONS 
Constitutionality of Retirement Plan Funding 


The Montana Constitution, Article VIII, Section 15, states that public retirement systems shall be funded on an 
actuarially sound basis. Public pension plans are considered actuarially sound if the unfunded accrued actuarial 
liability amortization period is within 30 years. As of June 30, 2020, the Game Warden & Peace Officers’ 
Retirement System (GWPORS), the Highway Patrol Officers’ Retirement System (HPORS), and the Public 
Employees’ Retirement System - Defined Benefit Retirement Plan (PERS-DBRP) were not in compliance and did 
not amortize within 30 years. The unfunded liabilities in the other state retirement systems amortize in 30 years or 
less as of the fiscal year ended June 30, 2020. 
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BUDGETARY COMPARISON SCHEDULE 


GENERAL AND MAJOR SPECIAL REVENUE FUNDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2020 


(amounts expressed in thousands) 


REVENUES 
Licenses/permits 
Taxes: 

Natural resource 

Individual income 

Corporate income 

Property 

Fuel 

Other 
Charges for services/fines/forfeits/settlements 
Investment earnings 
Sale of documents/merchandise/property 
Rentals/leases/royalties 
Contributions/premiums 
Grants/contracts/donations 
Federal 
Federal indirect cost recoveries 
Other revenues 

Total revenues 


EXPENDITURES 
Current: 
General government 
Public safety 
Transportation 
Health and human services 
Education 
Natural resources 
Debt service (Note RSI-1): 
Principal retirement 
Interest/fiscal charges 
Capital outlay (Note RSI-1) 
Total expenditures 
Excess of revenue over (under) expenditures 


OTHER FINANCING SOURCES (USES) 
Insurance proceeds 
General capital asset sale proceeds 
Bond premium 
Bond proceeds 
Energy conservation loans 
Transfers in (Note 12) 
Transfers out (Note 12) 
Total other financing sources (uses) 

Net change in fund balances 

(Budgetary basis) 


RECONCILIATION OF BUDGETARY/GAAP REPORTING 


1. Securities lending income 

2. Securities lending costs 

3. Inception of lease/installment contract 
4. Adjustments for nonbudgeted activity 


(GAAP basis) 


Fund balance - July 1 
Prior period adjustments 
Increase (decrease) in inventories 


Fund balances - June 30 


The notes to the required supplementary information are an integral part of this schedule. 


“ORIGINAL” =—“‘éirINALS”S”*=“‘C(NNNNNNNCOWO#OC(NC.O~C 


BUDGET 
$ 132,987 $ 


77,397 
1,410,943 
165,893 
304,113 
235,043 
35,224 


273 
7 


21 

21,475 
58 

4,304 
2,387,738 


357,750 
329,888 
180 
548,817 
879,431 
40,683 


2,156,749 
230,989 


81,924 
(263,727) 
(181,709) 


49,280 


$ 49,280 $ 


BUDGET 


GENERAL FUND 
ACTUAL 
132,987 $ 132,654 $ 
77,397 69,726 
1,410,943 1,421,934 
165,893 186,680 
304,113 308,093 
235,043 237,274 
35,224 33,453 
— 20,243 
273 273 
7 8 
21 11,315 
21,475 18,889 
58 178 
4,304 2,414 
2,387,738 2,443,134 
357,750 372,209 
329,888 321,661 
180 _ 
548,817 480,752 
879,431 1,082,324 
40,683 36,263 
— 208 
— 256 
— 11,681 
2,156,749 2,305,354 
230,989 737,780 
— 48 
94 75 
81,924 86,773 
(263,727) (76,948) 
(181,709) 9,948 
49,280 147,728 
= 433 
49,280 748, 161 
7 443,409 
= 1,445 
= (203) 
49,280 $ 592,812 $ 


VARIANCE 


(333) 


(7,671) 
10,991 
20,787 

3,980 

2,231 
(1,771) 
20,243 


4 


11,294 
(2,586) 

120 
(1,890) 
55,306 


(14,459) 
8,227 
180 
68,065 
(202,893) 
4,420 


(208) 
(256) 
(11,681) 
(148,605) 
(93,209) 


48 
(19) 


4,849 
186,779 
191,657 


98,448 


433 


98,881 


443,409 
1,445 
(203) 
543,532 


Budgetary data is not broken down to the same account level as actual financial statement data, which accounts for some of the larger variances. 
The original and final budget figures reflect adjustments to the original budget for various reasons, including legislative and executive changes. 
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STATE SPECIAL REVENUE FUND FEDERAL SPECIAL REVENUE FUND 
“ORIGINAL —“‘(Cé;~*rTNACC”SC‘(ONSNNNNWW’..CCV.C..CCOUW#W#“‘UXaWs>sSDTSSCS*RGINAC—~—FINAE—“‘“O(‘(C( (;<SCMrTrTrTrTrr 


BUDGET BUDGET ACTUAL VARIANCE BUDGET BUDGET ACTUAL VARIANCE 
$ 287,274 $ 287,274 $ 285,630 (1,644 — $ — $ — $ - 
86,867 86,867 64,110 (22,757 _ = = _ 
19,829 19,829 19,912 83 _ _ _ _ 
262,318 262,318 260,322 (1,996 — _ = — 
165,620 165,620 151,174 (14,446 2 2 1 (1 
103,656 103,656 102,677 979 7,366 7,366 7,357 9 
_ _ 17,032 17,032 = _ 668 668 
12,002 12,002 12,425 423 2 2 _ (2 
1,640 1,640 1,189 451 _ _ _ — 
34,086 34,086 34,659 573 = _ _ _ 
8,763 8,763 7,570 (1,193 251 251 72 (179 
7,301 7,301 6,622 679 4,338,570 4,338,570 3,180,500 (1,158,070 
9,397 9,397 57,466 48,069 93,625 93,625 93,287 (338 
3,841 3,841 3,403 438 1,794 1,794 1,289 (505 
7,002,594 7,002,594 1,024,191 21,597 4,447,610 4447610 3,283,174 (1,158,436 
302,517 302,517 192,416 110,101 550,622 550,622 172,137 378,485 
94,199 94,199 81,630 12,569 48,249 48,249 25,892 22,357 
338,505 338,505 248,617 89,888 548,322 548,322 106,199 442,123 
243,890 243,890 223,455 20,435 2,495,174 2,495,174 2,181,889 313,285 
57,570 57,570 75,757 18,187) 270,161 270,161 193,684 76,477 
334,025 334,025 179,930 154,095 163,662 163,662 90,770 72,892 
a _ 3,600 (3,600) — — 103 (103 
_ _ 645 (645) = _ 1 (11 
= = 90,035 90,035) = = 460,057 (460,057 
1,370,706 7,370,706 7,096,085 214,621 4,076,190 4,076,190 3,230,742 845,448 
(368,112) (368,112) (77,894) 296,218 365,420 365,420 52,432 (312,988 
_ — 34,366 34,366 _ — = _ 
540 540 893 353 7 7 — (7 
_ _ 4,361 4,361 _ _ — _ 
(34,361) (34,361) 28,900 63,261 _ _ = _ 
= = 632 632 = a _ _ 
243,809 243,809 156,094 (87,715) 167,246 167,246 1,485 (165,761 
(140,279) (140,279) (43,862) 96,417 (1,368,157) (1,368,157) (48,632) 1,319,525 
69,709 69,709 181,384 111,675 (1,200,904) (1,200,904) (47,147) 1,153,757 
(298,403) (298,403) 109,490 407,893 (835,484) (835,484) 5,285 840,769 
= _ 76 76 — _ 37 37 
= = (46) (46) = = (7) (7) 
_ _ 15,289 15,289 _ _ 256 256 
a _ (3,699) (3,699) — _ = _ 
(298,403) (298,403) 721,110 419,513 (835,484) (835,484) 5571 847,055 
— — 1,713,834 1,713,834 _ = (12,615) (12,615) 
= _ 1,378 1,378 _ _ 244 244 
a _ (207) (207) _ _ _ _ 


$ (298,403) $ 298,403) $ 1,836,115 $ 2,134,518 $ (835,484) $ 835,484) $ (6,800) $ 828,684 
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NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION 
NOTE RSI - 1. BUDGETARY REPORTING 
A. State Budget Process 


The Montana Legislature meets in the odd-numbered years to prepare annual budgets for the next biennium. The 
Constitution requires that legislative appropriations not exceed available revenues. The Legislature uses revenue 
estimates in the budgetary process to establish appropriation levels. Expenditures may not legally exceed budget 
appropriations at the fund level. In addition, the State Constitution prohibits borrowing to cover deficits incurred 
because appropriations exceeded anticipated revenues. State law requires an appropriation for disbursements from 
the general, special revenue and capital projects funds, except for those special revenue funds from non-state and 
non-federal sources restricted by law or by the terms of an agreement. The level of budgetary control is established 
by fund type, except capital project funds, which are at project level. Budgets may be established in other funds for 
administrative purposes. 


Agency budget requests are submitted to the Governor, and the Legislative Fiscal Division receives a copy. The 
Office of Budget and Program Planning (OBPP) and the Governor analyze the requests, establish priorities, and 
develop the requests into the executive budget request submitted to the Legislature. Joint appropriations 
subcommittee hearings are held, and an omnibus appropriation bill is reported in the House and subsequently sent to 
the Senate. The Legislature generally enacts one bill to establish the majority of appropriations for the next two 
fiscal years. OBPP establishes appropriations for each program by accounting entity (fund) within an agency. The 
Legislature enacts other appropriations, but only within the available revenue. Agencies must prepare and submit to 
the budget director operational plans showing the allocation of operating budgets by expenditure category (i.e., 
personal services, operating expenses, equipment, etc.). The budget director or other statutorily designated 
approving authority may authorize changes among expenditure categories and transfers between program 
appropriations. 


Appropriations may not be increased by amendment in the General Fund. However, a department, institution, or 
agency of the executive branch desiring authorization to make expenditures from the General Fund during the first 
fiscal year of the biennium from appropriations for the second fiscal year of the biennium may apply for 
authorization from the Governor through the budget director. In the second year of the biennium, during the 
legislative session, the Legislature may authorize supplemental appropriations. The Governor, or designee, may 
approve budget amendments for non-general fund monies not available for consideration by the Legislature and for 
emergencies. In the accompanying financial schedule, original and final budget amounts are reported. There were no 
expenditures in excess of total authorized appropriations in the State's budgeted funds for the fiscal year. 


Appropriations for debt service activities are continuing through statutory authority until the obligation is 
extinguished. Because these non-operating budgets primarily serve a management control purpose, and related 
appropriations are continuing in nature, no comparison between budgeted and actual amounts for funds budgeted on 
this basis is provided. Appropriations for capital projects funds are not made on an annual basis, but are adopted on a 
project-length basis. Because these non-operating budgets primarily serve a management control purpose, and 
related appropriations are continuing in nature, no comparison between budgeted and actual amounts for funds 
budgeted on this basis is provided. 


Appropriations may be continued into the next fiscal year when authorized by the Legislature or the Governor's 
Office. After fiscal year-end, appropriations that are not continued are reverted. The reverted appropriations remain 
available for one fiscal year for expenditures that exceed the amount accrued or encumbered. Fund balances are not 
reserved for reverted appropriations. For fiscal year 2020, reverted governmental fund appropriations were as 
follows: $64.9 million in the General Fund, $136.5 million in the State Special Revenue Fund, and $239.9 million in 
the Federal Special Revenue Fund. Agencies are allowed to carry forward 30.0% of their reverted operating 
appropriations into the next two fiscal years. This amount can be used for new expenditures at the request of the 
agency and upon approval of OBPP. 


B. Budget Basis 


The Legislature's legal authorization ("appropriations") to incur obligations is enacted on a basis inconsistent with 
Generally Accepted Accounting Principles (GAAP). The budget basis differs from GAAP for encumbrances 
outstanding at fiscal year-end, compensated absences, capital assets and inventories purchased in proprietary funds, 
certain loans from governmental funds, and other miscellaneous n on-budgeted activity. 


REQUIRED SUPPLEMENTARY INFORMATION 


NOTE RSI - 2. PENSION PLAN INFORMATION 


Required Supplementary Information 
State of Montana as an Employer Entity 


Judges’ Retirement System 


Schedule of Changes in Net Pension Liability/(Asset) and Related Ratios ' 


For the Fiscal Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 

Total Pension Liability (TPL) 
Service costs $ 1,772 $ 1,664 $ 1,628 
Interest 4,458 4,503 4,044 
Differences between expected and actual experience 2,743 (2,901) 862 
Changes of assumptions _ — 3,865 
Refunds of contributions _ (149) _ 
Benefit payments (3,846) (3,723) (3,554) 

Net change in total pension liability 5,127 (606) 6,845 
Total pension liability — beginning 60,192 60,798 53,953 
Total pension liability - ending $ 65,319 $ 60,192 $ 60,798 
Plan Fiduciary Net Position 
Contributions — employer $ — $ 1,085 $ 1,800 
Contributions - member 517 575 488 
Net investment income 5,687 8,467 10,368 
Refunds of contributions _ (149) _ 
Benefit payments (3,846) (3,723) (3,554) 
Administrative expense (123) (264) (254) 
Other _ 7 _ 

Net change in plan fiduciary net position 2,235 5,998 8,848 
Plan fiduciary net position - beginning 102,651 96,653 87,805 


Plan fiduciary net position - ending 


Net Pension (Asset) - Beginning 
Net Pension (Asset) — Ending 


$ 104,886 $ 102,651 $ 96,653 


$ (42,459) $ (35,855) $ (33,852) 
$ (39,567) $ (42,459) $ (35,855 


Plan fiduciary net position as a percentage of TPL 160.58% 170.54% 158.97% 


Covered payroll 


$ 7,382 $ 7,291 $ 6,974 


Net pension (asset) as a percentage of covered payroll (535.99)% (582.35)% = (514.12)% 


698 
87,107 
$__ 87,805 


$ (33,961) 
$ (33,852 


162.74% 


$ 6,920 


(489.19)% 


$ 


(3,041) 

1,514 
51,632 
53,146 


1,684 
534 
3,843 
(3,041) 
(136) 
2,884 
84,223 
87,107 


$ (32,591) 
$ (33,961 


$ 


163.90% 


6,525 


(521.00)% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


$ 


$ 
$ 
$ 


$ 
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(3,023) 

2,395 
49,237 
51,632 


1,651 
481 
12,421 
(3,023) 
(100) 
11,430 
72,793 
84,223 


(23,556) 
32,591) 
163.12% 

6,355 

(513.00)% 
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Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(in thousands) 


2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 1,988 $ — $ 1,085 $ 1800 $ 1,786 $ 1,684 
Contributions made in relation to the 
contractually required contributions 1,988 _— 1,085 1,800 1,786 1,684 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 
Covered payroll $ 8001 $ 7,382 $ 7,291 $ 6974 $ 6920 $ 6,525 
Contributions as a percentage of 
covered payroll 24.85% 0.00% 14.88% 25.81% 26.00% 26.00% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Judges’ Retirement System 
Notes to Required Supplementary Information 
For the Year Ended June 30, 2020 


Method and assumptions used in calculations of contractually determined contributions: The contractually 
required contribution rates are determined on an annual basis for the fiscal year beginning July 1, 2019, determined 
as of June 30, 2019. 


The following key methods and assumptions were used to determine the contractual contribution rates reported in 
that schedule: 


Actuarial cost method Entry age Normal 

Amortization method Level percentage of pay, open 

Asset valuation method 4-year smoothed market 

Wage inflation 3.50%, including inflation 

Salary increases 0% 

Inflation 2.75% 

Investment rate of return 7.65%, net of pension plan investment expense, including inflation 

Mortality (healthy) RP-2000 Combined employee and annuitant mortality table projected 
to 2020 using scale BB, males set back | year 

Mortality (disabled) RP-2000 Combined employee and annuitant mortality table 

Admin expense as a % of payroll 0.17% 


Changes of assumptions: No changes in assumptions or other inputs that affected the measurement date have been 
made since the prior measurement date. 


Required Supplementary Information 
State of Montana as an Employer Entity 


Highway Patrol Officers’ Retirement System 
Schedule of Changes in Net Pension Liability and Related Ratios ' 


Total Pension Liability (TPL) 
Service costs 
Interest 


Changes in benefits 


Difference between expected and actual experience 


Changes of assumptions 
Benefit payments 
Refunds of contributions 

Net change in total pension liability 
Total pension liability — beginning 
Total pension liability - ending 
Plan Fiduciary Net Position 
Contributions - employer 
Contributions — non-employer 
Contributions - member 
Net investment income 
Benefit payments 
Administrative expense 
Refunds of contributions 
Other 

Net change in plan fiduciary net position 
Plan fiduciary net position — beginning 
Plan fiduciary net position - ending 


For the Fiscal Year Ended June 30 
(dollars in thousands) 


Net Pension Liability - Beginning 
Net Pension Liability - Ending 


Plan fiduciary net position as a percentage of TPL 


Covered payroll 


Net pension liability as a percentage of covered payroll 


2020 2019 2018 2017 
$ 3453 $ 3643 $ 3665 $ 3799 $ 
16,926 16,294 15,121 14,545 
2,413 590 2,774 18 
= = 7,892 = 
(12,063) (41,546) (11,037) (10,482) 
(582) (322) (245) (94) 
10,147 8,659 18,170 7,786 
227,581 218,922 += -200,752 ~—=-:192,966 
$ 237,728 $ 227,581 $ 218,922 $ 200,752 $ 
$ 5845 $ 5858 $ 5782 $ 5916 $ 
233 250 263 243 
2,002 2,387 1,950 1,917 
8,269 12,283 15,099 2,605 
(12,063) (41,546) (11,037) ~—=—(10,482) 
(127) (256) (248) (197) 
(582) (322) (245) (94) 
2 8 = (2) 
3,579 8,662 11,564 (94) 
149,199 140,537 += 128,973 ~—Ss«129,067 
$ 152,778 $ 149,199 $ 140,537 $ 128,973 $ 
$ 78,382 $ 7838 $ 71,779 $ 63,899 $ 
$ 84,950 $ 78,382 $ 78,385 $ 71,779 $ 
64.27% 65.56% 64.20% 64.24% 
$ 15178 $ 15,251 $ 14,779 $ 15,276 $ 
559.69%  513.95%  530.38% 469.88% 


2016 


3,598 
14,113 
1,856 
267 
(10,001) 
9,833 
183,133 
192,966 


5,840 
1,624 
5,738 

(10,001) 

(144) 


3,057 
126,010 
129,067 


57,123 
63,899 


67.00% 


14,549 


439.00% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


2015 


$ 3,464 
13,518 


(9,443) 
7,539 
175,594 

$ 183,133 


$ 5,736 
1,458 
18,677 
(9,443) 
(109) 


16,319 
109,691 
$ 126,010 


$ 65,903 
$ 57,123 


69.00% 


$ 14,149 


404.00% 
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Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 6,209 $ 6051 $ 5843 $ 5706 $ 6,161 $ 5,782 
Contributions in relation to the 


contractually required contributions 6,209 6,051 5,843 5,706 6,161 5,782 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 
Covered payroll $ 15608 $ 15,178 $ 15,251 $ 14,779 $ 15,276 $ 14,549 
Contributions as a percentage of 

covered payroll 39.78% 39.87% 38.31% 38.61% 40.00% 40.00% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
Highway Patrol Officers’ Retirement System 
For the Year Ended June 30, 2020 


Method and assumptions used in calculations of contractually determined contributions: The contractually 
required contribution rates are determined on an annual basis for the fiscal year beginning July 1, 2019, determined 
as of June 30, 2019. 


The following key methods and assumptions were used to determine the contractual contribution rates reported in 
that schedule: 


Actuarial cost method Entry age Normal 

Amortization method Level percentage of pay, open 

Asset valuation method 4-year smoothed market 

Wage inflation 3.50%, including inflation 

Salary increases 0% to 6.30% 

Inflation 2.75% 

Investment rate of return 7.65%, net of pension plan investment expense, including inflation 

Mortality (healthy) RP-2000 Combined employee and annuitant mortality table projected 
to 2020 using scale BB, males set back | year 

Mortality (disabled) RP-2000 Combined employee and annuitant mortality table 

Admin expense as a % of payroll 0.27% 


Changes of assumptions: No changes in assumptions or other inputs that affected the measurement date have been 
made since the prior measurement date. 


Required Supplementary Information 
State of Montana as an Employer Entity 


Game Wardens’ and Peace Officers’ Retirement System 


Schedule of Changes in Net Pension Liability and Related Ratios ' 


For the Fiscal Year Ended June 30 


Total Pension Liability (TPL) 
Service costs 
Interest 
Difference between expected and actual experience 
Changes of assumptions 
Benefit payments 
Refunds of contributions 
Net change in total pension liability 
Total pension liability — beginning 
Total pension liability — ending 
Plan Fiduciary Net Position 
Contributions - employer 
Contributions - member 
Net investment income 
Benefit payments 
Administrative expense 
Refunds of contributions 
Other 
Net change in plan fiduciary net position 
Plan fiduciary net position — beginning 


Plan fiduciary net position - ending 


Net Pension Liability - Beginning 

Net Pension Liability - Ending 

Plan fiduciary net position as a percentage of TPL 
Covered payroll 


Net pension liability as a percentage of covered payroll 78.69% 80.57% 75.66% 69.73% 47.00% 36.00% 
Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 
2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 4,837 $ 4,644 $ 4574 $ 4447 $ 4240 $ 4,040 
Contributions in relation to the 
contractually required contributions 4,837 4,644 4,574 4,447 4,240 4,040 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 
Covered payroll $ 53,825 $ 51,677 $ 50,823 $ 49381 $ 47,108 $ 44,885 
Contributions as a percentage of 
covered payroll 8.99% 8.99% 9.00% 9.01% 9.00% 9.00% 


(dollars in thousands) 


2020 2019 2018 2017 
$ 8,004 $ 8098 $ 8623 $ 8403 $ 
17,618 16,018 14,269 12,911 
(4,728) 4,781 3,743 2,705 
= = 5,878 = 
(7,350) (6,523) (5,810) (5,068) 
(1,001) (1,105) (1,036) (1,066) 
12,543 21,269 25,667 17,885 
234,470  «-:213,201.~Ss«1187,534 ~—Ss«(169,649 
$ 247,013 $ 234,470 $ 213,201 $ 187,534 $ 
$ 4686 $ 4613 $ 4464 $ 4,278 §$ 
5,566 5,512 5,278 5,036 
11,125 15,573 18,590 3,167 
(7,350) (6,523) (5,810) (5,068) 
(202) (369) (329) (269) 
(1,001) (1,105) (1,036) (1,066) 
1 (19) (1) (31) 
12,825 17,682 21,156 6,047 
193,523 175841 154,685 148,638 
$ 206,348 $ 193,523 $ 175841 $ 154,685 $ 
$ 40947 $ 37,360 $ 32849 $ 21,011 $ 
$ 40,665 $ 40,947 $ 37,360 $ 32,849 $ 
83.54% 82.54% 82.48% 82.48% 


$ 51,677 $ 50,823 


2016 


8,008 $ 
12,398 
731 
(5,352) 
15,785 
153,864 
169,649 $ 


4,088 $ 
4,924 
6,435 
(5,352) 
(200) 


9,895 
138,743 
148,638 $ 


15,121 $ 
21,011 $ 
87.00% 


2015 


7,850 
11,258 


(5,229) 
13,879 
139,985 
153,864 


3,762 
4,462 
20,069 
(5,229) 
(162) 


22,902 
115,841 
138,743 


24,144 
15,121 


90.00% 


$ 49,381 $ 47,108 $ 44,885 $ 41,637 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 
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Notes to Required Supplementary Information 
Game Wardens’ and Peace Officers’ Retirement System 
For the Year Ended June 30, 2020 


Method and assumptions used in calculations of contractually determined contributions: The contractually 
required contribution rates are determined on an annual basis for the fiscal year beginning July 1, 2019, determined 
as of June 30, 2019. 


The following key methods and assumptions were used to determine the contractual contribution rates reported in 
that schedule: 


Actuarial cost method Entry age Normal 

Amortization method Level percentage of pay, open 

Asset valuation method 4-year smoothed market 

Wage inflation 3.50%, including inflation 

Salary increases 0% to 6.30% 

Inflation 2.75% 

Investment rate of return 7.65%, net of pension plan investment expense, including inflation 

Mortality (healthy) RP-2000 Combined employee and annuitant mortality table projected 
to 2020 using scale BB, males set back | year 

Mortality (disabled) RP-2000 Combined employee and annuitant mortality table 

Admin expense as a % of payroll 0.23% 


Changes of assumptions: No changes in assumptions or other inputs that affected the measurement date have been 
made since the prior measurement date. 
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Required Supplementary Information 
State of Montana as an Employer Entity 


Public Employees’ Retirement System-Defined Benefit Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Employer's proportion of the net pension liability 39.140686% 39.546272%  53.049189%  53.241100%  53.611080% 53.223780% 
Employer's proportionate share of the net pension 
liability $ 818,162 $ 825,387 $ 1,033,200 $ 906880 $ 749414 $ 663,174 
Employer's covered payroll $ 638,674 $ 640,177 $ 648671 $ 621,755 $ 620,286 $ 597,083 
Employer ’s proportionate share of the net pension 
liability as a percentage of its covered payroll 128.10% 128.93% 159.28% 145.86% 120.82% 111.07% 
Plan fiduciary net position as a percentage of the total 
pension liability 73.85% 73.47% 74.00% 75.00% 78.00% 80.00% 


Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 58504 $ 56183 $ 54844 $ 56256 $ 59073 $ 58575 
Contributions in relation to the contractually required 
contributions 58,504 56,183 54,844 56,256 59,073 58,575 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 
Covered payroll $ 654,193 $ 638,674 $ 640,177 $ 648671 $ 621,755 $ 620,286 
Contributions as a percentage of covered payroll 8.94% 8.80% 8.57% 8.67% 9.50% 9.44% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2020 


Method and assumptions used in calculations of contractually determined contributions: The contractually 
required contribution rates are determined on an annual basis for the fiscal year beginning July 1, 2019, determined 
as of June 30, 2019. 


The following actuarial methods and assumptions were used to determine contractual contribution rates reported in 
that schedule: 


Actuarial cost method Entry age Normal 

Amortization method Level percentage of payroll, open 

Asset valuation method 4-year smoothed market 

Wage inflation 3.50%, includes inflation 

Salary increases 0% to 4.80% 

Inflation 2.75% 

Investment rate of return 7.65%, includes inflation 

Mortality (healthy) RP-2000 Combined employee and annuitant mortality table projected 
to 2020 using scale BB, males set back | year 

Mortality (disabled) RP-2000 Combined employee and annuitant mortality table 

Admin expense as a % of payroll 0.26% 


Changes of assumptions: No changes in assumptions or other inputs that affected the measurement date have been 
made since the prior measurement date. 
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Required Supplementary Information 
State of Montana as a Nonemployer Entity 


Public Employees’ Retirement System-Defined Benefit Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Nonemployer’s proportion of the net pension liability 24.411533% 24.917247%  1.007464%  0.956169%  0.956090%  0.961287% 
Nonemployer’s proportionate share of the net pension 


liability $ 510,277 $ 520,058 $ 19622 $ 16,287 $ 13,365 $ 11,978 
Plan fiduciary net position as a percentage of the total 
pension liability 73.85% 73.47% 74.00% 75.00% 78.00% 80.00% 


Schedule of Nonemployer Contributions | 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 35,008 $ 34642 $ 34706 $ 28763 $ 30,800 $ 32397 
Contributions in relation to the contractually required 
contributions 35,008 34,642 34,706 28,763 30,800 32,397 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2020 


Method and assumptions used in calculations of contractually determined contributions: The contractually 
determined contribution rates are set forth by the Legislature and are contained within the Montana Code Annotated 
(MCA). The amounts used for the valuation as of the year ended June 30, 2019, are as follows: 


Special Funding 


The State contributes 0.1% of member compensation on behalf of local government entities per Section 
19-3-319, MCA. 


The State contributes 0.37% of member compensation on behalf of school district entities per Section 
19-3-319, MCA. 


The State contributes a Statutory Appropriation from General Fund per Section 19-3-320, MCA. 


Changes of assumptions: No changes in assumptions or other inputs that affected the measurement date have been 
made since the prior measurement date. 


Required Supplementary Information 
State of Montana as an Employer Entity 


Sheriffs’ Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Employer's proportion of the net pension liability 4.876949%  4.872800%  4.856692%  5.454386%  5.637055% 5.535000% 
Employer's proportionate share of the net pension 
liability $ 4067 $ 3663 $ 3696 $ 9582 $ 5434 $ 2,304 
Employer's covered payroll $ 3915 $ 3,781 $ 3634 $ 3850 $ 3836 $ 3,580 
Employer ’s proportionate share of the net pension 
liability as a percentage of its covered payroll 103.88% 96.88% 101.71% 248.88% 141.66% 64.36% 
Plan fiduciary net position as a percentage of the total 
pension liability 81.89% 82.68% 81.00% 63.00% 75.00% 87.00% 


Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 530 $ 513 $ 496 $ 368 $ 389 $ 388 
Contributions in relation to the contractually required 
contributions 530 513 496 368 389 388 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 
Covered payroll $ 4041 $ 3915 $ 3781 $ 3634 $ 3850 $ 3,836 
Contributions as a percentage of covered payroll 13.12% 13.10% 13.12% 10.13% 10.10% 10.11% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year ended June 30, 2020 


Method and assumptions used in calculations of contractually determined contributions: The contractually 
required contribution rates are determined on an annual basis for the fiscal year beginning July 1, 2019, determined 
as of June 30, 2019. The following actuarial methods and assumptions were used to determine contractual 
contribution rates reported in that schedule: 


Actuarial cost method Entry age Normal 

Amortization method Level percentage of payroll, open 

Asset valuation method 4-year smoothed market 

Wage Inflation 3.50%, includes inflation 

Salary increases 0% to 6.30% 

Inflation 2.75% 

Investment rate of return 7.65%, includes inflation 

Mortality (healthy) RP-2000 Combined employee and annuitant mortality table projected 
to 2020 using scale BB, set back | year for males 

Mortality (disabled) RP-2000 Combined employee and annuitant mortality table 

Admin expense as a % of payroll 0.23% 


Changes of assumptions: No changes in assumptions or other inputs that affected the measurement date have been 
made since the prior measurement date. 
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Required Supplementary Information 
State of Montana as a Nonemployer Contributing Entity 


Municipal Peace Officers’ Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Nonemployer’s proportion of the net pension liability 67.063878%  67.124706%  67.085433%  66.499650%  66.954111%  66.888728% 
Nonemployer’s proportionate share of the net pension 


liability $ 133,487 $ 114,956 $ 119,354 $ 119,708 $ 110,756 $ 105,106 
Plan fiduciary net position as a percentage of the total 
pension liability 68.84% 70.95% 68.00% 66.00% 67.00% 67.00% 


Schedule of Nonemployer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 16677 $ 15941 $ 15283 $ 13215 $ 13,752 $ 13,433 
Contributions in relation to the contractually required 
contributions 16,677 15,941 15,283 13,215 13,752 13,433 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2020 


Method and assumptions used in calculations of contractually determined contributions: The contractually 
determined contribution rates are set forth by the Legislature and are contained within the Montana Code Annotated 
(MCA). The amounts used for the valuation as of the year ended June 30, 2019, are as follows: 


The State contributes 29.37% of member compensation on behalf of all employer entities per Section 
19-9-702, MCA. 


Changes of assumptions: No changes in assumptions or other inputs that affected the measurement date have been 
made since the prior measurement date. 


Required Supplementary Information 
State of Montana as an Employer Entity 


Firefighters’ Unified Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Employer's proportion of the net pension liability 2.013129%  2.300917%  2.233929%  2.261523%  2.399255%  1.850026% 
Employer's proportionate share of the net pension 
liability $ 2309 $ 2650 $ 2525 $ 2583 $ 2454 $ 1,806 
Employer's covered payroll $ 1,051 $ 1,103 $ 1,022 $ 974 $ 986 $ 735 
Employer ’s proportionate share of the net pension 
liability as a percentage of its covered payroll 219.70% 240.25% 247.06% 265.20% 249.00% 245.00% 
Plan fiduciary net position as a percentage of the total 
pension liability 80.08% 79.03% 78.00% 75.00% 77.00% 77.00% 


Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 599 $ 494 § 518 $ 472 §$ 475 §$ 142 
Contributions in relation to the contractually required 
contributions 599 494 518 472 475 142 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 
Covered payroll $ 1,276 $ 1,051 $ 1,103 $ 1,022 $ 974 §$ 986 
Contributions as a percentage of covered payroll 46.94% 47.00% 46.96% 46.18% 49.00% 14.40% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2020 


Method and assumptions used in calculations of contractually determined contributions: The contractually 
required contribution rates are determined on an annual basis for the fiscal year beginning July 1, 2019, determined 
as of June 30, 2019. The following actuarial methods and assumptions were used to determine contractual 
contribution rates reported in that schedule: 


Actuarial cost method Entry age Normal 

Amortization method Level percentage of payroll, open 

Asset valuation method 4-year smoothed market 

Wage inflation 3.50%, including inflation 

Inflation 2.75% 

Salary increases 0% to 6.30% 

Investment rate of return 7.65%, including inflation 

Mortality (healthy) RP-2000 Combined employee and annuitant mortality table projected 
to 2020 using scale BB, males set back 1 year 

Mortality (disabled) RP-2000 Combined employee and annuitant mortality table 

Admin as a % of payroll 0.25% 


Changes of assumptions: No changes in assumptions or other inputs that affected the measurement date have been 
made since the prior measurement date. 
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Required Supplementary Information 
State of Montana as a Nonemployer Contributing Entity 


Firefighters’ Unified Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Nonemployer’s proportion of the net pension liability 69.323577% 67.972164% 67.876338%  67.809541%  67.358196% 68.005182% 
Nonemployer’s proportionate share of the net pension 


liability $ 79,524 $ 78,285 $ 76,724 $ 77,448 $ 68892 $ 66,384 
Plan fiduciary net position as a percentage of the total 
pension liability 80.08% 79.03% 78.00% 75.00% 77.00% 77.00% 


Schedule of Nonemployer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 17,147 $ 16209 $ 15272 $ 14042 $ 13635 $ 13,573 
Contributions in relation to the contractually required 
contributions 17,147 16,209 15,272 14,042 13,635 13,573 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2020 


Method and assumptions used in calculations of statutorily determined contributions: The statutorily determined 
contribution rates are set forth by the Legislature and are contained within the Montana Code Annotated (MCA). 
The amounts used for the valuation as of the year ended June 30, 2019, are as follows: 


The State contributes 32.61% of member compensation on behalf of all employer entities per Section 
19-13-604, MCA. 


Changes of assumptions: No changes in assumptions or other inputs that affected the measurement date have been 
made since the prior measurement date. 
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Required Supplementary Information 
State of Montana as a Nonemployer Contributing Entity 


Volunteer Firefighters’ Compensation Act 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 


Nonemployer’s proportion of the net pension liability 100% 100% 100% 100% 100% 100% 


Nonemployer’s proportionate share of the net pension 
liability $ 6907 $ 7,667 $ 10,087 $ 10,599 $ 10,504 $ 5,089 


Plan fiduciary net position as a percentage of the total 
pension liability 85.23% 83.48% 78.00% 76.00% 76.00% 87.00% 


Schedule of Nonemployer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 2,475 $ 2,361 $ 2,207 $ 2,054 $ 2,024 $ 1,913 
Contributions in relation to the contractually required 
contributions 2,475 2,361 2,207 2,054 2,024 1,913 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2020 


Method and assumptions used in calculations of actuarially determined contributions: The statutorily determined 
contribution rates are set forth by the Legislature and are contained within the Montana Code Annotated (MCA). 
The amounts used for the valuation as of the year ended June 30, 2019, are as follows: 


The State contributes 5% of certain fire tax insurance premiums paid per Section 19-17-301, MCA. 


Changes of assumptions: No changes in assumptions or other inputs that affected the measurement date have been 
made since the prior measurement date. 
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Required Supplementary Information 
State of Montana as an Employer Entity 


Teachers’ Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Employer's proportion of the net pension liability 2.411113%  2.554088%  2.860298%  3.121008%  3.422388%  4.689747% 
Employer's proportionate share of the net pension 
liability $ 46,493 $ 47,407 $ 48227 $ 57,016 $ 56,230 $ 72,168 
Employer's covered payroll $ 23,250 $ 24,275 $ 26944 $ 28915 $ 31,252 $ 32,937 
Employer ’s proportionate share of the net pension 
liability as a percentage of its covered payroll 199.97% 195.29% 178.99% 197.18% 179.00% 219.00% 
Plan fiduciary net position as a percentage of the total 
pension liability 68.64% 69.09% 70.00% 67.00% 69.00% 70.00% 


Schedule of Employer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 16686 $ 16538 $ 17,298 $ 17,396 $ 16946 $ 16,234 
Contributions in relation to the contractually required 
contributions 16,686 16,538 17,298 17,396 16,946 16,234 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 
Covered payroll $ 22,384 $ 23,250 $ 24,275 $ 26944 $ 28915 $ 31,252 
Contributions as a percentage of covered payroll 74.54% 71.13% 71.26% 64.56% 58.00% 52.00% 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2020 


Changes of assumptions: The Guaranteed Annual Benefit Adjustment (GABA) for Tier Two members is a variable 
rate between 0.50% and 1.50% as determined by TRS. Since an increase in the amount of the GABA is not 
automatic and must be approved by TRS, the assumed increase was lowered from 1.50% to the current rate of 0.50% 
per annum. 


Method and assumptions used in calculations of actuarially determined contributions: The actuarially determined 
contribution rates are determined on an annual basis for the fiscal year beginning July 1, 2019, determined as of June 
30, 2019. The following actuarial methods and assumptions were used to determine actuarial contribution rates 
reported in that schedule: 


Actuarial cost method Entry age 

Amortization method Level percentage of pay, open 

Remaining amortization period 31 years 

Asset valuation method 4-year smoothed market 

Wage inflation 3.25%, including inflation 

Inflation 2.50% 

Salary increase 3.25% to 7.76%, including inflation for non-University Members and 


4.25% for University Members 
Investment rate of return 7.50%, net of pension plan investment expense, and including inflation 
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Required Supplementary Information 
State of Montana as a Nonemployer Contributing Entity 


Teachers’ Retirement System 
Schedule of Proportionate Share of the Net Pension Liability ' 
For the Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 


Nonemployer’s proportion of the net pension liability 37 4 49g809% 37.735743% 38.133267% 38.729473%  30.384625% 38.777294% 
Nonemployer’s proportionate share of the net pension 


liability $ 715,637 $ 700,417 $ 642,958 $ 707,527 $ 647,092 $ 596,724 
Plan fiduciary net position as a percentage of the total 
pension liability 68.64% 69.09% 70.00% 67.00% 69.00% 70.00% 


Schedule of Nonemployer Contributions ' 
For the Fiscal Year Ended June 30 
(dollars in thousands) 


2020 2019 2018 2017 2016 2015 
Contractually required contributions $ 44841 $ 44333 $ 43718 $ 43028 $ 42400 $ 42,806 
Contributions in relation to the contractually required 
contributions 44,841 44,333 43,718 43,028 42,400 42,806 
Contribution deficiency/(excess) $ — $ — $ — $ — $ — $ _ 


' Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Notes to Required Supplementary Information 
For the Year Ended June 30, 2020 


Method and assumptions used in calculations of contractually determined contributions: The contractually 
required contribution rates are set forth by the Legislature and are contained within the Montana Code Annotated 
(MCA). The amounts used for the valuation as of the year ended June 30, 2019, are as follows: 


The State contributes 0.11% of the compensation of members participating per Section 19-20-604, MCA. 


The State contributes 2.38% of member compensation on behalf of school district and community college 
entities per Section 19-20-607, MCA. 


The State contributes a $25 million payment from the General Fund per Section 19-20-607, MCA. 


Changes of assumptions: The Guaranteed Annual Benefit Adjustment (GABA) for Tier Two members is a variable 
rate between 0.50% and 1.50% as determined by TRS. Since an increase in the amount of the GABA is not 
automatic and must be approved by TRS, the assumed increase was lowered from 1.50% to the current rate of 0.50% 
per annum. 
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REQUIRED SUPPLEMENTARY INFORMATION 
NOTE RSI-3. OTHER POSTEMPLOYMENT BENEFITS PLAN INFORMATION (OPEB) 


The State of Montana and MUS OPEB plans allow retirees to participate, as a group, at a rate that does not cover all 
of the related costs. This results in the reporting of the Total OPEB Liability in the related financial statements and 
note disclosures. 


In accordance with GASB 75, the following information is presented to reflect the funding progress of the Other 
Postemployment Benefits Plans for the State of Montana OPEB plan. 


Total OPEB Liability and Related Ratios 
Last 10 Fiscal Years " 
(in thousands) 


Total 
OPEB 
Liability 2020 2019 2018 
Service cost $ 1,946 $ 2,062 $ 1,889 
Interest 1,586 1,990 2,014 


Changes of benefit terms — = = 


Difference between expected (9,409) — (4,723) 
and actual experience 


Changes of assumptions or other (1,877) 2,895 (295) 
inputs 
Benefit payments (601) (1,709) 1,705 
Net change in Total OPEB (8,355) 5,238 590 
Liability 
Total OPEB Liability - 
Beginning 55,697 50,459 49,869 
Total OPEB Liability - 
Ending $ 47,342 $ 55,697 $ 50,459 


State and discretely presented 
component units' proportion of 
the collective Total OPEB 


Liability 100 % 100 % 100 % 
Covered employee payroll $ 690,563 $ 702,688 $ 675,661 
Total OPEB Liability as a 

percentage of covered employee 6.86 % 7.93 % TAT% 
payroll 


Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


Note to Schedule: No assets are accumulated in a trust that meets the criteria of GASB 75. 
Factors that significantly affect trends in the amounts reported: 


Changes of benefit terms, No changes in assumptions or other inputs that affected the measurement date have been 
made since the prior measurement date. 


In accordance with GASB 75, the following information is presented to reflect the funding progress of the Other 


Postemployment Benefits Plans for MUS plan. 


Total 
OPEB 
Liability 
Service cost 
Interest 


Changes of benefit terms 


Difference between expected and 
actual experience 


Changes of assumptions or other 
inputs 


Benefit payments 


Net change in Total OPEB 
Liability 


Total OPEB Liability - Beginning 
Total OPEB Liability - Ending 


State and discretely presented 
component units’ proportion of the 
collective Total OPEB Liability 


Covered employee payroll 


Total OPEB Liability as a 
percentage of covered employee 
payroll 


2 


Total OPEB Liability and Related Ratios 
Last 10 Fiscal Years 


(in thousands) 


2019 


94.92 % 


418,193 $ 


6.42 % 


2018 

1,952 § 1,954 
1,495 1,410 
_ (1,323) 
1,351 (182) 
(888) (679) 

3,910 1,180 

35,438 34,258 

39,348 $ 35,438 

95.59 % 95.62 % 

451,613 $ 434,243 

9.11 % 8.53% 


") Schedules are intended to present information for 10 years. Additional years will be displayed as they become available. 


) Amount reported is for the whole MUS plan for 2018 and 2019. Community Colleges were included due to lack of ability to separate covered 
employee payroll for those years. 


Note to Schedule: No assets are accumulated in a trust that meets the criteria of GASB 75. 


Factors that significantly affect trends in the amounts reported: 


Changes of benefit terms, Changes in benefit terms include increased annual deductible and out-of-pocket 


maximums. 
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REQUIRED SUPPLEMENTARY INFORMATION 
NOTE RSI - 4. RISK MANAGEMENT TREND INFORMATION 


The following tables present risk management trend information for the Hail Insurance Fund and the MUS Group 
Benefits Fund. The Hail Insurance Fund pays claims within a calendar year cycle that parallels the growing season 
from spring planting to fall harvesting; therefore, it has no development cycle. The MUS Group Benefits Fund has a 
three to five-year development cycle. 


The tables illustrate how the earned revenues (net of reinsurance) of the funds and their investment income compare 
to related costs of loss (net of loss assumed by reinsurers) and other expenses assumed by the funds as of the end of 
the fiscal year (in thousands). Section 3 shows the funds’ incurred claims and allocated claim adjustment expense 
(both paid and accrued) as originally reported at the end of the first year in which the event that triggered coverage 
under the contract occurred. Section 4 shows the cumulative amounts paid as of the end of successive years for each 
policy year. Section 6 shows how each policy year's incurred claims increased or decreased as of the end of 
successive years. This annual re-estimation results from new information received on known claims, reevaluation of 
existing information on known claims, as well as emergence of new claims not previously known. Section 7 
compares the latest re-estimated incurred claims amount to the amount originally established (Section 3) and shows 
whether this latest estimate of claims cost is greater or less than originally thought. As data for individual policy 
years mature, the correlation between original estimates and re-estimated amounts is commonly used to evaluate the 
accuracy of incurred claims currently recognized in less mature policy years. This table will be revised as data for 
successive policy years develops. 
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STATE OF MONTANA 
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2020 


Note 1. Summary of Significant Accounting Policies 


Basis of Presentation 


The accompanying Schedule of Expenditures of Federal Awards includes the federal 
award activity of the state of Montana under programs of the federal government for the 
fiscal year ended June 30, 2020. The information in this schedule is presented in 
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (referred to as the “Uniform Guidance”), and where applicable, Office of 
Management and Budget Circular A-133 requirements. 


Because this schedule presents only a selected portion of the operations of the state of 
Montana, it is not intended to, and does not present, the financial positions, change in net 
assets, or, where applicable, its cash flows for the fiscal year ended June 30, 2020. 


Significant Accounting Policies 


Expenditures shown on the Schedule of Expenditures of Federal Awards are reported on 
the modified accrual basis of accounting, except as noted below. Under the modified 
accrual basis of accounting, expenditures are generally recorded in the accounting period 
in which the liability is incurred. However, there are some payments, such as 
compensated absences, that are only recorded when the payment is due. 


Such expenditures are recognized following the cost principles contained in the Uniform 
Guidance, OMB Circular A-87, or other costs circulars wherein certain types of 
expenditures are not allowed or are limited as to reimbursement. Negative amounts 
shown on the schedule represent adjustments or credits made in the normal course of 
business to amounts reported as expenditures in prior years. 


The Montana University System uses full accrual accounting to report campus federal 
expenditure activity. The Unemployment Insurance, Section 8 Voucher, and Section 8 
Project-Based programs are accounted for as enterprise fund activity. Enterprise funds 
also use the full accrual basis of accounting. Under the full accrual basis of accounting, 
expenditures are recorded when a liability is incurred, regardless of the timing of the 
related cash flows. 


Loan and Loan Guarantee Programs (Note 2), Federal Excess Personal Property (Note 
7), and the Department of Defense Firefighting Property (Note 8) are presented using the 
basis of accounting described in each note. The Books for the Blind and Physically 


Handicapped Program (Note 9) is not presented on the Schedule of Expenditures of 
Federal Awards but is provided as additional information regarding the types of donations 
received by the state as part of this federal program. 


The state of Montana did not elect to use the 10% de minimis indirect cost rate allowed 
under the Uniform Guidance. 


Coronavirus Relief Fund 


The state of Montana expended $685,219,735 in Coronavirus Aid, Relief, and Economic 
Security Act (CARES Act) funds during fiscal year 2020. Amounts funded under the 
various CARES Act programs are indicated by a “COVID-19” reference in front of the 
federal program name on the fiscal year 2020 Schedule of Expenditures of Federal 
Awards. 


A summary of the federal programs that received funding under the CARES Act is shown 
on the following page: 
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CFDA# 


10.551 
10.553 
10.555 
10.556 
10.558 
10.559 
10.569 
14.231 
14.241 
16.034 
17.225 
20.106 
20.509 
21.019 
59.037 
84.007 
84.425 


93.042 


93.044 
93.045 
93.048 


93.052 
93.268 
93.301 
93.323 


93.354 


93.498 
93.568 
93.569 
93.575 


93.636 


93.889 
97.036 


CARES Act Funding 


Supplemental Nutrition Assistance Program 

School Breakfast Program 

National School Lunch Program 

Special Milk Program for Children 

Child and Adult Care Food Program 

Summer Food Service Program for Children 

Emergency Food Assistance Program (Food Commodities) 
Emergency Solutions Grant Program 

Housing Opportunities for Persons with AIDS 

Coronavirus Emergency Supplemental Funding Program 
Unemployment Insurance 

Airport Improvement Program 

Formula Grants for Rural Areas 

Coronavirus Relief Fund 

Small Business Development Centers 

Federal Supplemental Educational Opportunity Grants 

Education Stabilization Fund 

Special Programs for the Aging, Title Vil, Chapter 2, Long Term Care 
Ombudsman Services for Older Individuals 

Special Programs for the Aging, Title Ill, Part B, Grants for Supportive 
Services and Senior Centers 

Special Programs for the Aging, Title Ill, Part C, Nutrition Services 
Special Programs for the Aging, Title IV, and Title Il, Discretionary 
Projects 

National Family Caregiver Support, Title Ill, Part E 

Immunization Cooperative Agreements 

Small Rural Hospital Improvement Grant Program 

Epidemiology and Laboratory Capacity for Infectious Diseases (ELC) 
Public Health Emergency Response: Cooperative Agreement for 
Emergency Response: Public Health Crisis Response 

Provider Relief Fund 

Low-Income Home Energy Assistance 

Community Services Block Grant 

Child Care and Development Block Grant 

ACA - Reinvestment of Civil Money Penalties to Benefit Nursing Home 
Residents 

National Bioterrorism Hospital Preparedness Program 

Disaster Grants - Public Assistance (Presidentially Declared Disasters) 


Total CARES Act Funding 


FY 2020 
Expenditures 

$22,609,431 
$805,929 
$1,959,640 
$206 
$3,205,405 
$10,563,625 
$314,196 
$100,715 
$31,894 
$52,143 
$499,740,638 
$212,432 
$5,784,009 
$93,151,036 
$23,552 
$75,560 
$12,191,090 


$10,820 


$300,463 
$1,786,293 
$304,000 


$141,846 
$523 
$2,849,939 
$4,909,222 


$2,604,568 


$934,894 
$3,571,621 
$35,386 
$6,682,283 


$49,256 
$619 


$10,216,501 


$685,219,735 


The state received $3,121,023 in supplies and equipment under CFDA #97.036, Disaster 
Grants - Public Assistance (Presidentially Declared Disasters) which is shown on the 
Schedule of Expenditures of Federal Awards. Of this amount, $576,228 was received 
from the Strategic National Stockpile and $691,191 was donated hand sanitizer, swabs, 
and cloth face masks from the Federal Emergency Management Agency. 


Families First Coronavirus Response Act 


Section 6008 of the Families First Coronavirus Response Act provided a temporary 6.2 
percentage point increase to each qualifying state and territory's Federal Medical 
Assistance Percentage (FMAP) under section 1905(b) of the Social Security Act. In fiscal 
year 2020, the state paid an additional $36,762,371 for the Medical Assistance Program 
(CFDA #93.778), and an additional $2,137,212 for the Children’s Health Insurance 
program (CFDA #93.767), as a result of this FMAP increase. 


Food Distribution Program 


The amount reported for Food Distribution programs (CFDA #10.555, #10.565, #10.567, 
#10.569, and #93.053) represents the dollar value of food commodities distributed to 
eligible recipients during the year. The U.S. Department of Agriculture provides the 
current value of the commodities used by the state to compute the amount reported. The 
amount of funds received to administer the program is also included in the reported 
amount. Montana also distributes food commodities to other states in the western region 
of the United States. During fiscal year 2020, Montana distributed $1,202,826 of food 
commodities under CFDA #10.567 to other states. 


The state of Montana distributed $12,212,219 in commodities in fiscal year 2020. The 
June 30, 2020 value of commodities stored at the state’s warehouse is $4,749,696, for 
which the state is liable in the event of loss. The state has insurance to cover this liability. 


Minority Health and Health Disparities Research 


The amount reported for the Minority Health and Health Disparities Research Program 
(CFDA #93.307) includes endowment funds of $9,375,000, along with interest earned on 
the endowment. The entire endowment amount is reported as expended each year, as 
the funds are restricted for the life of the endowment. 


Immunization Cooperative Agreements 


The amount reported for the Immunization Cooperative Agreements (CFDA #93.268) 
includes the dollar value of vaccine doses received during fiscal year 2020. The state 
used the Centers for Disease Control’s price list to calculate the value of doses received. 
During fiscal year 2020, Montana received 185,060 vaccine doses valued at $10,501,107. 
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Note 2. Loan and Loan Guarantee Programs 
The following loan and loan guarantee programs are reported on the Schedule of 
Expenditures of Federal Awards at their July 1, 2019 beginning loan balance plus the 


amount of any interest subsidy, cash, or administrative cost allowance received during 
fiscal year 2020: 


Federal Loan/Loan Guarantee Program FY 2020 Ending 


ge State Revolving Loans Balance 


66.458 Capitalization Grants for Clean Water State Revolving Funds $ 303,244,326 


66.468 Capitalization Grants for Drinking Water State Revolving Funds $ 172,607,800 


Total State Revolving Loan Programs $ 475,852,126 
CFDA# Federal Loan/Loan Guarantee Program FY 2020 Ending 
Student Financial Assistance Balance 
University Loans 
84.038 Federal Perkins Loan Program_Federal Capital Contributions $23,537,043 
93.264 Nurse Faculty Loan Program (NFLP) $6,063 
oe $05.00 
93.364 Nursing Student Loans $2,435,380 
Total Student Financial Assistance Programs $26,229,488 


Perkins Loan Programs 


Under the Perkins Loan Extension Act of 2015, universities participating in this program 
are no longer permitted to make Perkins Loan disbursements after June 30, 2018. 
Institutions may choose to continue servicing their existing Perkins Loans until such time 
the institution's outstanding loans have been paid in full or otherwise retired. Both 
Montana State University and the University of Montana have chosen to continue to 
service their current loans. 


Economic Adjustment Assistance Program 


The Economic Adjustment Assistance Program (CFDA #11.307) consists of two separate 
awards, which are reported on the Schedule of Expenditures of Federal Awards at the 
June 30, 2020 ending loan balances. 
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The amount of loans outstanding as of June 30, 2020 is $312,521 for award number 05- 
19-02445 and $3,006,744 for award number 05-79-73005. The calculation for each of 
these loan balances is as follows: 


Award Number: 05-19-02445 

State Name = EDA Revolving Loan 

Federal Grantor = US Department of Commerce 

Federal Program Name = Title IX SSED Revolving Loan Fund 
Federal Catalog Number = 11.307 


RLF Loan Balance FYE 2020 $ 293,074 
Cash & Investments FYE 2020 $ 147,097 
FY 2020 Admin paid out of RLF Income $ 
Unpaid Principal of loans written of during FY $ - 

$ 440,171 
Federal Percentage 71% 
Federal Share of Revolving Loan Fund $ 312,521 


Award Number: 05-79-73005 

State Name = EDA Revolving Loan 

Federal Grantor = US Department of Commerce 

Federal Program Name = Economic Adjustment Assistance 
Federal Catalog Number = 11.307 


RLF Loan Balance FYE 2020 $ 5,885,488 
Cash & Investments FYE 2020 $ 
FY 2020 Admin paid out of RLF Income $ 29,923 
Unpaid Principal of loans written of during FY $ 

$ 


6,013,487 


Federal Percentage 50% 
Federal Share of Revolving Loan Fund $ 3,006,744 


Other Federal Loans 


The following loans, originally funded through federal programs, do not have any 
continuing federal compliance requirements imposed on the state, other than the loan 
repayments. These loans are not reported on the Schedule of Expenditures of Federal 
Awards: 
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Tongue River —Northern Cheyenne Tribal Loan 


The Northern Cheyenne Tribe and the Department of Natural Resources and 
Conservation entered into an agreement on July 1, 1994 in which the tribe agreed to loan 
the state of Montana $11,300,000 of federal funds appropriated as part of the Northern 
Cheyenne Indian Reserved Water Rights Settlement. The loan is to assist the state in 
financing costs of the Tongue River Dam project. No expenditures of tribal loan funds 
were incurred on project costs during fiscal year 2020. The amount of the loan 
outstanding as of June 30, 2020 is $5,215,385. 


Middle Creek Dam Rehabilitation Project Loan 


The Department of Natural Resources and Conservation and the U.S Department of the 
Interior, Bureau of Reclamation (BOR), entered into an agreement on September 21, 
1990. The BOR agreed to loan the state of Montana “...a sum of money not to exceed 
the lesser of (1) $3,023,925 plus reimbursable interest during construction, or (2) the 
actual cost of the project, including reimbursable interest during construction...” The total 
loan repayable is $2,990,129, and reimbursable interest during construction is $281,857. 
As of June 30, 2020, the loan outstanding is $1,691,794, and reimbursable interest during 
construction is $162,581. 


Note 3. Type A Federal Programs 


The state of Montana issues a biennial single audit report. The Montana Single Audit 
report for the two fiscal years ended June 30, 2021 will be issued by March 31, 2022. 


The Type A program threshold will be determined based on actual expenditures incurred 
during the two fiscal years ended June 30, 2021. 


Note 4. CFDA Number 


The CFDA number assigned for each federal program listed in the Schedule of 
Expenditures of Federal Awards is based upon agency agreements with the federal 
government and the Catalog of Federal Domestic Assistance in effect during the audit 
period. 


The complete CFDA number is a five-digit number, where the first two digits represent the 
federal agency and the second three digits represent the program. Programs not 
assigned a CFDA number in the Catalog of Federal Domestic Assistance were assigned 
a CFDA number in the format **.UXX or **. RD. Also refer to Note 13. 
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Note 5. Program Clusters 


As defined by 2 CFR section 200.17, a cluster of programs is a grouping of closely 
related programs that share common compliance requirements. Except for the Student 
Financial Assistance Cluster, clusters of programs are presented on the Schedule of 
Expenditures of Federal Awards either within their respective federal agency (for non- 
research and development programs) or by federal agency and major subdivision (for 
research and development programs. 


Student Financial Assistance Cluster 

Amounts reported for the Student Financial Assistance Cluster include programs 
administered by both the Department of Education and the Department of Health and 
Human Services. These clusters are shown separately, within their respective federal 
agencies, on the Schedule of Expenditures of Federal Awards. 


The combined Student Financial Assistance Cluster includes the following programs: 


CFDA# Student Financial Assistance Cluster As me 
Expenditures 
84.007 Federal Supplemental Educational Opportunity Grants $1,638,881 
84.033 Federal Work-Study Program $1,914,835 
84.038 Federal Perkins Loan Program_Federal Capital Contributions $28,249,249 
84.063 Federal Pell Grant Program $40,941,532 
84.268 Federal Direct Student Loans $155,770,460 
Teacher Education Assistance for College and Higher Education Grants 
84.379 (TEACH Grants) $5,838 
93.264 Nurse Faculty Loan Program (NFLP) $8,630 
93.342 Health Professions Student Loans, Including Primary Care Loans/Loans for $320,347 
Disadvantaged Students 
93.364 Nursing Student Loans $2,925,738 
Total Student Financial Assistance Cluster $231,775,510 


Note 6. Research and Development Grants 


Research and Development includes all research activities, both basic and applied, and 
all development activities that are performed by a non-federal entity. Research is defined 
as a systematic study directed toward fuller scientific knowledge or understanding of the 
subject studied. The term research also includes activities involving the training of 
individuals in research techniques, where such activities utilize the same facilities as other 
research and development activities, and where such activities are not included in the 
instruction function. 


Development is the systematic use of knowledge and understanding gained from 
research directed toward the production of useful materials, devices, systems, or 
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methods, including design and development of prototypes and processes. Federal 
awards that meet the research and development criteria are listed in the Research and 
Development Cluster. 


Note 7. Federal Excess Personal Property 


The state of Montana receives Federal Excess Personal Property (FEPP). The title to 
this property remains with the federal agency. In accordance with General Services 
Administration guidelines, the amounts are presented at fair market value at the time of 
receipt by the state, which is determined to be 23.34% of the original acquisition cost of 
the property. 


Property received under CFDA #81.UXX, Miscellaneous Non-major Grants, is shown at 
its fair market value at the time of receipt. 


The following is a list of the FEPP received by the state of Montana during fiscal year 
2020. The negative amount reflects property sold (title transferred at public sale) or other 


disposition. 
CFDA# Program FY 20 FY 20 Ending 
Amount Inventory 
10.203 Payments to Agricultural Experiment Stations $0 $124,578 
Under the Hatch Act 
10.500 Cooperative Extension Service $0 $3,157 
10.664 Cooperative Forestry Assistance ($165,984)| $4,487,536 
10.UXX__ Miscellaneous — Non-major Grants $0 $136,426 
15.UXX Miscellaneous — Non-major Grants $0 $3,553 
39.003 Donation of Federal Surplus Personal Property $84,100 $193,804 
81.UXX Miscellaneous — Non-major Grants ($2,235) $2,370 
43.UXX Miscellaneous — Non-major Grants $0 $665,190 
47.UXX Miscellaneous — Non-major Grants ($1,254) $122,614 


Note 8. Department of Defense Firefighting Property 


The Department of Natural Resources and Conservation (DNRC) receives Department of 
Defense Firefighting Property (FFP). The title to this property is transferred to the DNRC. 
In accordance with General Services Administration guidelines, the amounts are 
presented at fair market value at the time of receipt by DNRC, which is determined to be 
23.34% of the original acquisition cost of the property. The following is the value of FFP 
received by the state of Montana during fiscal year 2020: 


CFDA# Program FY 20 FY 20 Ending 
Amount Inventory 
12.UXX__ Miscellaneous — Non-major Grants $66,811 $3,220,138 
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Note 9. Books for the Blind and Physically Handicapped 


The Montana State Library receives “talking book” machines, cassette books, 
accessories, and magazines from the federal government under the Books for the Blind 
and Physically Handicapped Program (CFDA #42.001). These items are then distributed 
to provide library services to blind and physically handicapped individuals. The federal 
government retains title to these items. The approximate value of the items in inventory 
(not distributed to individuals) at June 30, 2020 was $917,764. 


Since this program is considered a federal “use of equipment” agreement, the 
accompanying Schedule of Expenditures of Federal Awards does not include this 
amount. 


Note 10. Unemployment Benefits 


The unemployment compensation system is a_ federal-state partnership. State 
unemployment insurance laws must conform to certain provisions of the federal law. 
Federal funds are expended for administrative costs. State unemployment taxes must be 
deposited into a state account in the Federal Unemployment Trust Fund and are used 
only to pay benefits. State Unemployment Insurance (UI) funds, as well as federal funds, 
are included on the Schedule of Expenditures of Federal Awards. 


The following schedule provides a breakdown of the state and federal portions of the total 
expenditures recorded for the Unemployment Insurance Program (CFDA #17.225). 


State UI Expenditures $ 265,690,764 
Federal UI Expenditures 494 103,546 
Total $ 759,794,310 


Note 11. Subgrants to State Agencies 


Federal assistance transferred from one Montana state agency to another Montana state 
agency is shown only once on the Schedule of Expenditures of Federal Awards. 


Federal assistance received from non-state sources, which are considered subgrants by 
the awarding agency, are treated as pass-through grants to the state. These pass- 
through awards are listed below the direct federal awards reported on the Schedule of 
Expenditures of Federal Awards. Pass-through grant numbers are included for those 
awards that were assigned an identifying number. 


Note 12. Subgrants to Non-State Agencies 


Federal assistance transferred from a Montana state agency or university to a non-state 
agency, such as a city, county, tribal government, or nonprofit organization, is identified in 
the Amount to Subrecipients column shown in the Schedule of Expenditures of Federal 
Awards. These amounts are included in the expenditure totals shown on the report. 
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The Amounts to Subrecipients includes federal assistance transferred from a Montana 
state agency or university that was originally received as a subgrant from another 
Montana state agency or university. These amounts are not included in the expenditure 
totals shown on the report, since the original award is only shown once on the Schedule 
of Expenditures of Federal Awards, as described in Note 11 above. 


A summary of amounts that were subgranted to a non-state agency, such as a city, 
county, tribal government, or nonprofit organization, which were made from awards 
originally received from another Montana state agency or university, is shown below: 


Amount to 
CFDA# Federal Program Subrecipients 
Non Research and Development 
16.833 National Sexual Assault Kit Initiative $100,202 
21.019 Coronavirus Relief Fund $79,527,728 
84.048 Career and Technical Education -- Basic Grants to States $2,798,047 
84.419 Preschool Development Grants $86,953 
93.243 Substance Abuse and Mental Health Services Projects of Regional and $38,449 
National Significance 
93.262 Occupational Safety and Health Program $14,581 
Total - Non Research and Development $82,565,960 
Research and Development Cluster 
20.205 — Highway Planning and Construction $12,000 
93.778 Medical Assistance Program $155,430 
Total Research and Development Cluster $167,430 


Note 13. Federal Awards Not Having a CFDA Number 


The following schedules contain contract or grant numbers associated with awards that 
did not have a CFDA number and were assigned either a **.UXX or **.RD number in the 
Schedule of Expenditures of Federal Awards. Not all **.UXX or **.RD awards reported on 
the SEFA had a grant or contract number. Also refer to Note 4. 


Federal Agency 


DEPARTMENT OF AGRICULTURE 


DEPARTMENT OF DEFENSE 


DEPARTMENT OF EDUCATION 


DEPARTMENT OF ENERGY 


10.U01 
10.U02 
10.U03 
10.U04 
10.U05 
10.U06 
10.U07 
10.U08 
10.U09 
10.U10 
10.U11 
10.U12 


12.U01 
12.U02 
12.U03 
12.U04 
12.U05 
12.U06 
12.U07 
12.U08 
12.U09 
12.U10 
12.U11 


84.U01 


81.U01 
81.U02 
81.U03 
81.U04 


Schedule of Unknown Federal CFDA Numbers (**.UXX) 


State Agency 


Montana State University - Bozeman 
Department of Natural Resources and Conservation 


University of Montana - Missoula 


Department of Fish, Wildlife and Parks 


Department of Natural Resources and Conservation 


Office of Public Instruction 


Department of Fish, Wildlife and Parks 


Department of Natural Resources and Conservation 


DEPARTMENT OF HEALTH AND HUMAN SERVICES 


LIBRARY OF CONGRESS 


DEPARTMENT OF THE INTERIOR 


DEPARTMENT OF TREASURY 


93.U01 


15.U01 


21.U01 


42.U01 


Department of Public Health and Human Services 


Department of Fish, Wildlife and Parks 


Department of Administration 


Montana Historical Society 


Contract or Grant Number 


Unknown 
15-Fl-11010200-001 
16-Fl-11010200-019 
16-Fl-11011100-057 
16-Fl-11011100-060 
16-Fl-11011500-026 
17-Fl-11011600-013 
17-Fl-11015200-003 
18-Fl-11011600-026 
18-Fl-11015200-008 
18-FP-11011500-017 
DNRC-BLM-18-001 


1900163 
W9128F-17-2-0028 
19-102P 
19-85P 
20-105P 
20-144P 
W9128F-15-D-0015 
W9128F-20-D-0025 
W912DW-15-2-0001-0005 
W912DW-20-2-0001 
Unknown 


Contract # ED-IES-14-C-0086 


19-36G 
20-18G 
00-UGPR-34 
Unknown 


Unknown 


140G0219P0131 


Unknown 


Unknown 
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Amount 


$986 
$322 
$1,392 
$1,789 
$29,708 
$744 
$2,820 
$24,110 
$3,580 
$9,896 
$15,465 
$1,445 


$78,510 
$172,108 
$170,654 
$1,187,025 
$458,487 
$61,193 
$202,951 
$145,270 
$337,449 
$44,014 
$66,811 


$113,496 


$60,551 
$58,624 
$222,717 
$42,830 


$163,827 


$54,684 


$5,992 


$5,300 
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Federal Agency 


DEPARTMENT OF AGRICULTURE 


DEPARTMENT OF DEFENSE 


DEPARTMENT OF ENERGY 


DEPARTMENT OF HEALTH AND HUMAN SERVICES 


Schedule of Unknown Federal CFDA Numbers for Research and Development Awards (XX.RD) 


10.RD 


12.RD 


81.RD 


93.RD 


DEPARTMENT OF HOMELAND SECURITY 


DEPARTMENT OF THE INTERIOR 


97.RD 


15.RD 


State Agency 


Montana State University - Bozeman 


University of Montana - Montana Tech 


University of Montana - Missoula 


Montana State University - Bozeman 


University of Montana - Montana Tech 


University of Montana - Missoula 


Montana State University - Bozeman 


Department of Public Health and Human Services 


Montana State University - Bozeman 


University of Montana - Missoula 


Contract or Grant Number 


A17-0837-SO01 
078863-16983 
14-CS-11011100-026 
15-CS-11021400-031 
16-JV-11221639-136 
17-CS-11010200-019 
17-CS-11011100-012 
17-CS-11015600-056 
17-JV-11221636-068 
18-CS-11011800-017 
58-2056-5-002 
59-0206-5-002 
59-0206-5-003 
59-0206-5-004 
AG-3151-C-17-0012 
MSU-ARF ORBC MOU 
09-CS-11010800-018 


$C1812501 
N62473-19-2-0005 
W911KB-19-2-1500 
W911KB-19-2-1501 
W9126G-19-2-0035 
W9126G-20-2-0016 
W9128F20P0030 
W912G-19-2-0007 
313-0873 
SUBCONTRACT NUMBER 313-0742 
SUBK-MSU-VDHWFS2-01-012720 
SUBK-MSU-NLAO-01-100518 
$2-1025-19-01 
$B1911-001-1 
ARM212-MSU/ PO# EP0166321 
31236-Z8409102 
FA701418C5000 
FA701418C5004 
M67854-18-3-1330 
W912HZ-18-2-0010 


230444 
223911 
2151826 
1663302 
1922244 


GENFD0001583403 
7273 POPS V 
75N93019C0045 
HHSN272201400050C 
HHSN272201800048C 
18BBSK0053 (HHSN26100014) 
75N91019P00691 
Unknown 


7ORSAT19TPIAOOO01 


LO212A-A 

LO205A-A 

50002.001 
100130 
100145 


Amount 


$24,004 
$50,523 
$7 
$12,831 
$6,085 
$5,929 
$7,300 
$576 
$16,388 
$13,837 
$13,354 
$9,624 
$12,138 
$7,993 
$100,698 
$12,608 
-$1 


$132,680 
$72,586 
$492,429 
$1,944 
$9,916 
$681 
$2,510 
$510,676 
$59,386 
$134,729 
$39,288 
$948 
$196,821 
$30,191 
$9,649 
$4,989 
$332,581 
$326,511 
$2,061,223 
$19,348 


$5,291 
$6,000 
$26,456 
$26,224 
$45,340 


$758,671 
$7,624 
$1,036,127 
$1,802,944 
$2,369,073 
$20,092 
$63,295 
$142,861 


$1,527,489 


$201,721 
$209,286 
$196,575 
$46,745 
$38,228 
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Schedule of Unknown Federal CFDA Numbers for Research and Development Awards (XX.RD) 


Federal Agency State Agency Contract or Grant Number Amount 
100006 $224,518 
33172.002 $3,797 
140B0619F0343 $11,311 
140F0619C0021 $10,067 
140F0619P0068 $22,321 
140F0619P0069 $14,743 
140L0618F0380 $291,593 
140L0619F0248 $4,869 
140L0619F0249 $64 
140L0619F0291 $643 
140L0619F0292 $1,965 
140L0619F0301 $41,635 
140L0619F0302 $8,026 
140L0619F0359 $58,164 
140L1018P0018 $1 
140L619F0285 $33,994 
140L619F0342 $1,803 
G15PC00055 $16,117 
Montana State University - Bozeman G19AC00047 $40,760 
68-0325-15-005 $95,724 
University of Montana - Montana Tech H1580070001 -$23,395 


ENVIRONMENTAL PROTECTION AGENCY 
66.RD University of Montana - Montana Tech MONTT-19-001 $4,047 


NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 
43.RD University of Montana - Missoula 1422120 $176,029 
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Angus Maciver, Legislative Auditor 
Deborah F. Butler, Legal Counsel 


Deputy Legislative Auditors: 
Cindy Jorgenson 
William Soller 


INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH 
Major FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER 
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 


The Legislative Audit Committee 
of the Montana State Legislature: 


Report on Compliance for Each Major Federal Program 

We have audited the state of Montana’s compliance with the types of compliance requirements 
described in the OMB Compliance Supplement that could have a direct and material effect on each of 
the state of Montana’s major federal programs for the two fiscal years ended June 30, 2021. The state 
of Montana’s major federal programs are identified in the summary of auditor’s results section in the 
accompanying Schedule of Findings and Questioned Costs. 


Management’s Responsibility 
Management is responsible for compliance with federal statutes, regulations, and the terms and 
conditions of its federal awards applicable to its federal programs. 


Auditor’s Responsibility 

Our responsibility is to express an opinion on compliance for each of the state of Montana’s major 
federal programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 
2 US. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, 

and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform 
Guidance require that we plan and perform the audit to obtain reasonable assurance about whether 
noncompliance with the types of compliance requirements referred to above that could have a direct 
and material effect on a major federal program occurred. An audit includes examining, on a test basis, 
evidence about the state of Montana’s compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances. 


We believe that our audit provides a reasonable basis for our adverse, qualified, and unmodified 
opinions on compliance for major federal programs. However, our audit does not provide a legal 
determination of the state of Montana’s compliance. 


Room 160 ¢ State Capitol Building * PO Box 201705 * Helena, MT * 59620-1705 
Phone (406) 444-3122 * FAX (406) 444-9784 * E-Mail lad@mt.gov 


Basis for Adverse Opinion on Epidemiology and Laboratory Capacity for Infectious Diseases (ELC) 
As described in Findings #2021-052, 2021-054, 2021-055, 2021-062, and 2021-066 in the 
accompanying Schedule of Findings and Questioned Costs, the state of Montana did not comply with 
requirements regarding the following: 


Finding # ALN# Program Name Compliance Requirement 
2021-052 Subrecipient Monitoring 
2021-054 Subrecipient Monitoring 
4 Epidemiology and Laboratory a qos 
2021-055 93.323 Capacity for Infectious Subrecipient Monitoring 


2021-062 Diseases (ELC) Activities Allowed or Unallowed 
Allowable Costs/Cost Principles 
2021-066 Reporting 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the program. 


Adverse Opinion on Epidemiology and Laboratory Capacity for Infectious Diseases (ELC) 

In our opinion, because of the significance of the matters described in the “Basis for Adverse Opinion 
of Epidemiology and Laboratory Capacity for Infectious Diseases (ELC)” paragraph, the state of 
Montana did not comply, in all material respects, with the types of compliance requirements referred 
to above that could have a direct and material effect on the Epidemiology and Laboratory Capacity for 
Infectious Diseases (ELC) Program for the two fiscal years ended June 30, 2021. 


Basis for Adverse Opinion on Foster Care-Title IV-E 

As described in Findings #2021-051, 2021-061, 2021-063, 2021-065, and 2021-067 in the 
accompanying Schedule of Findings and Questioned Costs, the state of Montana did not comply with 
requirements regarding the following: 


Finding # ALN# Program Name Compliance Requirement 
2021-051 Subrecipient Monitoring 
Activities Allowed or Unallowed 
2021-061 Allowable Costs/Cost Principles 
93.658 Foster Care-Title IV-E subrecipienli Monitoring 
2021-063 Allowable Costs/Cost Principles 
2021-065 Reporting 
2021-067 Reporting 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the program. 


Adverse Opinion on Foster Care-Title IV-E 

In our opinion, because of the significance of the matters described in the “Basis for Adverse Opinion of 
Foster Care-Title IV-E” paragraph, the state of Montana did not comply, in all material respects, with 
the types of compliance requirements referred to above that could have a direct and material effect on 
the Foster Care-Title IV-E program for the two fiscal years ended June 30, 2021. 


Basis for Qualified Opinion on Highway Planning and Construction Cluster 
As described in Finding #2021-002 in the accompanying Schedule of Findings and Questioned Costs, 
the state of Montana did not comply with requirements regarding the following: 


Finding # ALN# Cluster Name Compliance Requirement 
20.205 . . . 
2021-002 20.219 Rjanway Planning and Construction | special Tests and Provisions 
20,224 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the cluster. 


Qualified Opinion on Highway Planning and Construction Cluster 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on 
Highway Planning and Construction Cluster” paragraph, the state of Montana complied, in all 
material respects, with the types of compliance requirements referred to above that could have a direct 
and material effect on the Highway Planning and Construction Cluster for the two fiscal years ended 
June 30, 2021. 


Basis for Qualified Opinion on Formula Grants for Rural Areas Program 
As described in Findings #2021-003 and 2021-004 in the accompanying Schedule of Findings and 
Questioned Costs, the state of Montana did not comply with requirements regarding the following: 


Finding # ALN# Program Name Compliance Requirement 
2021-003 Procurement, Suspension, and 
20.509 Formula Grants for Rural Areas Debarment 
2021-004 Subrecipient Monitoring 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the program. 


Qualified Opinion on Formula Grants for Rural Areas Program 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on 
Formula Grants for Rural Areas Program” paragraph, the state of Montana complied, in all material 
respects, with the types of compliance requirements referred to above that could have a direct and 
material effect on the Formula Grants for Rural Areas Program for the two fiscal years ended June 30, 
2021. 


Basis for Qualified Opinion on SNAP Cluster 
As described in Finding #2021-045 in the accompanying Schedule of Findings and Questioned Costs, 
the state of Montana did not comply with requirements regarding the following: 


Finding # ALN# Cluster Name Compliance Requirement 
2021-045 10.551, 10.561 SNAP Cluster Special Tests and Provisions 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the cluster. 


Qualified Opinion on SNAP Cluster 
In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on 
SNAP Cluster” paragraph, the state of Montana complied, in all material respects, with the types of 


compliance requirements referred to above that could have a direct and material effect on the SNAP 
Cluster for the two fiscal years ended June 30, 2021. 


Basis for Qualified Opinion on Child Nutrition Cluster 
As described in Finding #2021-039 in the accompanying Schedule of Findings and Questioned Costs, 
the state of Montana did not comply with requirements regarding the following: 


Finding # ALN# Cluster Name Compliance Requirement 
10.553 
10.555 : = : si 
2021-039 10.556 Child Nutrition Cluster Special Tests and Provisions 
10.559 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the cluster. 


Qualified Opinion on Child Nutrition Cluster 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on Child 
Nutrition Cluster” paragraph, the state of Montana complied, in all material respects, with the types 
of compliance requirements referred to above that could have a direct and material effect on the Child 
Nutrition Cluster for the two fiscal years ended June 30, 2021. 


Basis for Qualified Opinion on Unemployment Insurance 

As described in Findings #2021-017, 2021-018, and 2021-019 in the accompanying Schedule of 
Findings and Questioned Costs, the state of Montana did not comply with requirements regarding the 
following: 


Finding # ALN # Program Name Compliance Requirement 
2021-017 Special Tests and Provisions 
2021-018 17.225 Unemployment Insurance Activities Allowed or Unallowed 
2021-019 Special Tests and Provisions 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the program. 


Qualified Opinion on Unemployment Insurance 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on 
Unemployment Insurance” paragraph, the state of Montana complied, in all material respects, with the 
types of compliance requirements referred to above that could have a direct and material effect on the 
Unemployment Insurance Program for the two fiscal years ended June 30, 2021. 
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Basis for Qualified Opinion on Title I Grants to Local Educational Agencies 

As described in Findings #2021-035, 2021-043, and 2021-044 in the accompanying Schedule of 
Findings and Questioned Costs, the state of Montana did not comply with requirements regarding the 
following: 


Finding # ALN# Program Name Compliance Requirement 
2021-035 Subrecipient Monitoring 
Title | Grants to Local Matching, Level of Effort, 
eis a Educational Agencies Earmarking 
2021-044 Special Tests and Provisions 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the program. 


Qualified Opinion on Title I Grants to Local Educational Agencies 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on Title I 
Grants to Local Educational Agencies” paragraph, the state of Montana complied, in all material 
respects, with the types of compliance requirements referred to above that could have a direct and 


material effect on the Title I Grants to Local Educational Agencies Program for the two fiscal years 
ended June 30, 2021. 


Basis for Qualified Opinion on Special Education Cluster (IDEA) 
As described in Finding #2021-035 in the accompanying Schedule of Findings and Questioned Costs, 
the state of Montana did not comply with requirements regarding the following: 


Finding # ALN# Cluster Name Compliance Requirement 
4.027 i i 
2021-035 : — ce Education Cluster | subrecipient Monitoring 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the cluster. 


Qualified Opinion on Special Education Cluster (IDEA) 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on Special 
Education Cluster (IDEA)” paragraph, the state of Montana complied, in all material respects, with the 
types of compliance requirements referred to above that could have a direct and material effect on the 
Special Education Cluster (IDEA) for the two fiscal years ended June 30, 2021. 


Basis for Qualified Opinion on Temporary Assistance for Needy Families 

As described in Findings #2021-053, 2021-063, and 2021-064 in the accompanying Schedule of 
Findings and Questioned Costs, the state of Montana did not comply with requirements regarding the 
following: 


Finding # ALN# Program Name Compliance Requirement 


2021-053 Subrecipient Monitoring 


Temporary Assistance for ak 
2021-063 93.558 Needy Families Allowable Costs/Cost Principles 


2021-064 Reporting 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the program. 
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Qualified Opinion on Temporary Assistance for Needy Families 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on 
Temporary Assistance for Needy Families” paragraph, the state of Montana complied, in all material 
respects, with the types of compliance requirements referred to above that could have a direct and 
material effect on the Temporary Assistance for Needy Families Program for the two fiscal years ended 
June 30, 2021. 


Basis for Qualified Opinion on CCDF Cluster 
As described in Finding #2021-059 in the accompanying Schedule of Findings and Questioned Costs, 
the state of Montana did not comply with requirements regarding the following: 


Finding # ALN# Cluster Name Compliance Requirement 
3.575 
2021-059 : 3 : 96 CCDF Cluster Special Tests and Provisions 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the cluster. 


Qualified Opinion on CCDF Cluster 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on 
CCDF Cluster” paragraph, the state of Montana complied, in all material respects, with the types of 
compliance requirements referred to above that could have a direct and material effect on the CCDF 
Cluster for the two fiscal years ended June 30, 2021. 


Basis for Qualified Opinion on Children’s Health Insurance Program 

As described in Findings #2021-046, 2021-048, and 2021-063 in the accompanying Schedule of 
Findings and Questioned Costs, the state of Montana did not comply with requirements regarding the 
following: 


Finding # ALN # Program Name Compliance Requirement 
Activities Allowed or Unallowed 
2021-046 Allowable Costs/Cost Principles 
Eligibility 
93.767 pridrens Health insurance T”"ctvities Allowed or Unallowed 
2021-048 g Allowable Costs/Cost Principles 
Eligibility 
2021-063 Allowable Costs/Cost Principles 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the program. 


Qualified Opinion on Children’s Health Insurance Program 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on 
Children’s Health Insurance Program” paragraph, the state of Montana complied, in all material 
respects, with the types of compliance requirements referred to above that could have a direct and 
material effect on the Children’s Health Insurance Program for the two fiscal years ended June 30, 
2021. 


Basis for Qualified Opinion on Medicaid Cluster 
As described in Findings #2021-046, 2021-049, and 2021-063 in the accompanying Schedule of 
Findings and Questioned Costs, the state of Montana did not comply with requirements regarding the 


following: 
Finding # ALN# Cluster Name Compliance Requirement 
Activities Allowed or Unallowed 
2021-046 93.775 Allowable Costs/Cost Principles 
93.777 Medicaid Cluster Eligiolity 
2021-049 93.778 Special Tests and Provisions 
2021-063 Allowable Costs/Cost Principles 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the cluster. 


Qualified Opinion on Medicaid Cluster 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on 
Medicaid Cluster” paragraph, the state of Montana complied, in all material respects, with the types of 
compliance requirements referred to above that could have a direct and material effect on the Medicaid 
Cluster for the two fiscal years ended June 30, 2021. 


Basis for Qualified Opinion on Coronavirus Relief Fund 

As described in Findings #2021-007, 2021-010, and 2021-011 in the accompanying Schedule of 
Findings and Questioned Costs, the state of Montana did not comply with requirements regarding the 
following: 


Finding # ALN# Program Name Compliance Requirement 
2021-007 
2021-010 21.019 Coronavirus Relief Fund Subrecipient Monitoring 
2021-011 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the program. 


Qualified Opinion on Coronavirus Relief Fund 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on 
Coronavirus Relief Fund” paragraph, the state of Montana complied, in all material respects, with the 
types of compliance requirements referred to above that could have a direct and material effect on the 
Coronavirus Relief Fund Program for the two fiscal years ended June 30, 2021. 


Basis for Qualified Opinion on Disaster Grants — Public Assistance (Presidentially Declared Disasters) 
As described in Finding #2021-014 in the accompanying Schedule of Findings and Questioned Costs, 
the state of Montana did not comply with requirements regarding the following: 


Finding # ALN # Program Name Compliance Requirement 


Disaster Grant — Public 
2021-014 97.036 Assistance (Presidentially Reporting 
Declared Disasters) 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the program. 


Qualified Opinion on Disaster Grants — Public Assistance (Presidentially Declared Disasters) 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on Disaster 
Grants — Public Assistance (Presidentially Declared Disasters)” paragraph, the state of Montana 
complied, in all material respects, with the types of compliance requirements referred to above that 
could have a direct and material effect on the Disaster Grants — Public Assistance (Presidentially 
Declared Disasters) Program for the two fiscal years ended June 30, 2021. 


Basis for Qualified Opinion on Research and Development Cluster 
As described in Finding #2021-034 in the accompanying Schedule of Findings and Questioned Costs, 
the state of Montana did not comply with requirements regarding the following: 


Finding # ALN# Cluster Name Compliance Requirement 
: Research and Development Equipment and Real Property 
se sane Cluster Management 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the cluster. 


Qualified Opinion on Research and Development Cluster 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on 
Research and Development Cluster” paragraph, the state of Montana complied, in all material respects, 
with the types of compliance requirements referred to above that could have a direct and material effect 
on the Research and Development Cluster for the two fiscal years ended June 30, 2021. 


Basis for Qualified Opinion on Education Stabilization Fund Under the Coronavirus Aid, Relief, and 
Economic Security Act 

As described in Findings #2021-035, 2021-036, 2021-037, 2021-038, and 2021-042 in the 
accompanying Schedule of Findings and Questioned Costs, the state of Montana did not comply with 
requirements regarding the following: 


Finding # ALN # Program Name Compliance Requirement 

2021-035 Subrecipient Monitoring 

2021-036 Activities Allowed or Unallowed 
Education Stabilization Fund Under Subrecipient Monitoring 

4 84.425 the Coronavirus Aid, Relief, and F 

aver tet Economic Security Act Reporting 

2021-038 Reporting 

2021-042 Cash Management 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the program. 


Qualified Opinion on Education Stabilization Fund Under the Coronavirus Aid, Relief, and 
Economic Security Act 

In our opinion, except for the noncompliance described in the “Basis for Qualified Opinion on 
Education Stabilization Fund Under the Coronavirus Aid, Relief, and Economic Security Act” 


paragraph, the state of Montana complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on the Education 
Stabilization Fund Under the Coronavirus Aid, Relief, and Economic Security Act Program for the two 
fiscal years ended June 30, 2021. 


Basis for Qualified Opinion on Student Financial Assistance Programs Cluster 
As described in Findings #2021-021, 2021-022, 2021-023, 2021-026, 2021-028, 2021-029, 2021-030, 
2021-031, 2021-032, and 2021-033 in the accompanying Schedule of Findings and Questioned Costs, 
the state of Montana did not comply with requirements regarding the following: 


Finding # ALN# Cluster Name Compliance Requirement 
2021-021 84.007 Special Tests and Provisions 
2021-022 84.033 Special Tests and Provisions 
2021-023 84.038 Special Tests and Provisions 
2021-026 84.063 Special Tests and Provisions 
2021-028 84.268 Student Financial Assistance Special Tests and Provisions 
2021-029 84.379 Programs Cluster Special Tests and Provisions 
2021-030 93.264 Special Tests and Provisions 
2021-032 93.342 Special Tests and Provisions 
2021-033 93.364 Special Tests and Provisions 
2021-031 93.925 Reporting 


Compliance with such requirements is necessary, in our opinion, for the state of Montana to comply 
with requirements applicable to the cluster. 


Unmodified Opinion on Each of the Other Major Federal Programs 

In our opinion, the state of Montana complied, in all material respects, with the types of compliance 
referred to above that could have a direct and material effect on each of its other major federal programs 
identified in the summary of auditor's results section of the accompanying Schedule of Findings and 
Question Costs for the two fiscal years ended June 30, 2021. 


Other Matters 

The results of our auditing procedures disclosed other instances of noncompliance which are required to 
be reported in accordance with the Uniform Guidance and which are described in the accompanying 
Schedule of Findings and Questioned Costs as items #2021-009, 2021-013, 2021-015, 2021-068, and 
2021-069. Our opinion on each major federal program is not modified with respect to these matters. 


‘The state of Montana’s response to the noncompliance findings identified in our audit are described 
in the accompanying Schedule of Findings and Questioned Costs. The state of Montana’s response 
was not subjected to the auditing procedures applied on the audit of compliance, and accordingly, we 
express no opinion on the response. 


Report on Internal Control Over Compliance 

Management of the state of Montana is responsible for establishing and maintaining effective internal 
control over compliance with the types of compliance requirements referred to above. In planning 
and performing our audit of compliance, we considered the state of Montana’s internal control over 
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compliance with the types of requirements that could have a direct and material effect on each major 
federal program to determine the auditing procedures that are appropriate in the circumstances for the 
purpose of expressing an opinion on compliance for each major federal program and to test and report 
on internal control over compliance in accordance with the Uniform Guidance, but not for the purpose 
of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do 
not express an opinion on the effectiveness of the state of Montana’s internal control over compliance. 


Our consideration of internal control over compliance was for the limited purpose described in 

the preceding paragraph and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies and therefore, material 
weaknesses or significant deficiencies may exist that were not identified. However, as discussed below, 
we identified certain deficiencies in internal control over compliance that we consider to be material 
weaknesses and significant deficiencies. 


A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance 
requirement of a federal program on a timely basis. A material weakness in internal control over 
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that 
there is a reasonable possibility that material noncompliance with a type of compliance requirement of 
a federal program will not be prevented, or detected and corrected, on a timely basis. We consider the 
deficiencies in internal control over compliance described in the accompanying Schedule of Findings 
and Questioned Costs, and listed in the following table, to be material weaknesses. 


Material Weaknesses 


Finding # ALN# Program Name or Cluster Compliance Requirement 
aa Highway Planning and 
4 4 ighway Planning an : ~ 
2021-002 20.219 Conciiiclion Cluster Special Tests and Provisions 
2021-007 21.019 Coronavirus Relief Fund Subrecipient Monitoring 
2021-008 21.019 Coronavirus Relief Fund Subrecipient Monitoring 
2021-010 21.019 Coronavirus Relief Fund Subrecipient Monitoring 
2021-011 21.019 Coronavirus Relief Fund Subrecipient Monitoring 


Presidentially Declared 
Disaster Assistance to 


anne sere Individuals and Households - Reponng 
Other Needs 

2021-018 17.225 Unemployment Insurance Activities Allowed or Unallowed 
2021-019 17.225 Unemployment Insurance Special Tests and Provisions 

84.007 

84.033 

84.038 
oe oe Student Financial Assistance 
2021-022 84.379 Cluster Special Tests and Provisions 
2021-023 93.264 

93.342 

93.364 


2021-026 


84.007 
84.033 
84.038 
84.063 
84.268 
93.264 
93.364 
93.925 


Student Financial Assistance 
Cluster 


Special Tests and Provisions 


2021-028 


2021-029 


84.007 
84.033 
84.038 
84.063 
84.268 
84.379 
93.342 
84.007 
84.033 
84.038 
84.063 
84.268 
84.379 
93.342 


Student Financial Assistance 
Cluster 


Student Financial Assistance 
Cluster 


Special Tests and Provisions 


Special Tests and Provisions 


2021-030 


84.007 
84.033 
84.038 
84.063 
84.268 
84.379 
93.342 


Student Financial Assistance 
Cluster 


Special Tests and Provisions 


2021-031 


84.007 
84.033 
84.038 
84.063 
84.268 
84.379 
93.342 


Student Financial Assistance 
Cluster 


Reporting 


2021-032 


84.007 
84.033 
84.038 
84.063 
84.268 
84.379 
93.342 


Student Financial Assistance 
Cluster 


Special Tests and Provisions 


2021-033 


84.007 
84.033 
84.038 
84.063 
84.268 
84.379 
93.342 


Student Financial Assistance 
Cluster 


Special Tests and Provisions 
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Equipment and Real Property 


2021-034 Various R&D Cluster Management 
84.010 Title | Grants to Local 
Educational Agencies 
84.027 Special Education Cluster 
2021-035 84.173 (IDEA) Subrecipient Monitoring 
Education Stabilization Fund 
84.425 Under the Coronavirus Aid, 
Relief, and Economic Security 
Act 
Education Stabilization Fund 
Under the Coronavirus Aid, Activities Allowed or Unallowed 
ans ee Relief, and Economic Security Subrecipient Monitoring 
Act 
Education Stabilization Fund 
Under the Coronavirus Aid, . 
2021-037 eenes Relief, and Economic Security Reporting 
Act 
Title | Grants to Local 
84.010 Educational Agencies 
2021-038 Education Stabilization Fund Reporting 
Under the Coronavirus Aid, 
84.425 Relief, and Economic Security 
Act 
10.553 
10.555 ; - ; 4 
2021-039 10.556 Child Nutrition Cluster Special Tests and Provisions 
10.559 
10.553 
10.555 Child Nutrition Cluster 
10.556 
2021-042 10.559 Cash Management 
Education Stabilization Fund 
84.425 Under the Coronavirus Aid, 
Relief, and Economic Security 
Act 
Title | Grants to Local Matching, Level of Effort, 
ene on Educational Agencies Earmarking 
Title | Grants to Local : ae 
2021-044 84.010 Educational Agencies Special Tests and Provisions 
10.551 ; ~ 
2021-045 10.561 SNAP Cluster Special Tests and Provisions 
Children’s Health Insurance 
93.767 Program 
Activities Allowed or Unallowed 
2021-046 93.775 Allowable Costs/Cost Principles 
93.777 Medicaid Cluster Eligibility 


93.778 


93.767 Children’s Health Insurance 
93.775 progam Activities Allowed or Unallowed 
2021-047 ' ‘ani Allowable Costs/Cost Principles 
93.777 Medicaid Cluster Eligibility 
93.778 
; , Activities Allowed or Unallowed 
2021-048 93.767 prildrens Heallh Insurance | Allowable Costs/Cost Principles 
rogram alate 
Eligibility 
93.775 
2021-049 93.777 Medicaid Cluster Special Tests and Provisions 
93.778 
2021-051 93.658 Foster Care - Title IV-E Subrecipient Monitoring 
Epidemiology and Laboratory 
2021-052 93.323 Capacity for Infectious Subrecipient Monitoring 
Diseases (ELC) 
4 Temporary Assistance for is er 
2021-053 93.558 Needy Families Subrecipient Monitoring 
Epidemiology and Laboratory 
2021-054 93.323 Capacity for Infectious Subrecipient Monitoring 
Diseases (ELC) 
Epidemiology and Laboratory 
2021-055 93.323 Capacity for Infectious Subrecipient Monitoring 
Diseases (ELC) 
93.575 Matching, Level of Effort, 
2021-058 CCDF Cluster Earmarking 
93.596 Period of Performance 
2021-059 ie CCDF Cluster Special Tests and Provisions 
- u i visi 
93.596 P 
Activities Allowed or Unallowed 
2021-061 93.658 Foster Care - Title IV-E Allowable Costs/Cost Principles 
Subrecipient Monitoring 
Epidemiology and Laboratory ir 
2021-062 93.323 Capacity for Infectious A ala eral ne 
Diseases (ELC) P 
93.558 Temporary Assistance for 
Needy Families 
93.658 Foster Care - Title IV-E 
Children’s Health Insurance 
2021-063 93.767 Program Allowable Costs/Cost Principles 
93.775 _ 
93.777 Medicaid Cluster 
93.778 
4 Temporary Assistance for , 
2021-064 93.558 Needy Families Reporting 
2021-065 93.658 Foster Care - Title IV-E Reporting 
Epidemiology and Laboratory 
2021-066 93.323 Capacity for Infectious Reporting 
Diseases (ELC) 
2021-067 93.658 Foster Care - Title IV-E Reporting 
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A significant deficiency in internal control over compliance is a deficiency, or combination of deficiencies, 
in internal control over compliance with a type of compliance requirement of a federal program that 

is less severe than a material weakness in internal control over compliance, yet important enough to 
merit attention by those charged with governance. We consider the deficiencies in internal control over 
compliance described in the accompanying Schedule of Findings and Questioned Costs, and listed in 
the following table, to be significant deficiencies. 


Significant Deficiencies 
Finding # ALN # Program Name or Cluster Compliance Requirement 
National Guard Military 
2021-001 12.401 Operations and Maintenance Allowable Costs/Cost Principles 
(O&M) Projects 
9021-003 90.509 Formula Grants for Rural Procurement, Suspension, and 
Areas Debarment 
2021-004 20.509 eee Subrecipient Monitoring 
reas 
Penmiula Grants tor Rural Activities Allowed or Unallowed 
2021-005 20.509 A Allowable Costs/Cost Principles 
reas oe ie 
Subrecipient Monitoring 
4 . F Activities Allowed or Unallowed 
2021-006 21.019 Coronavirus Relief Fund Allowable Costs/Cost Principles 
4 F F Activities Allowed or Unallowed 
2021-012 21.019 Coronavirus Relief Fund Allowable Costs/Cost Principles 
Disaster Grants - Public 
2021-014 97.036 Assistance (Presidentially Reporting 
Declared Disasters) 
2021-017 17.225 Unemployment Insurance Special Tests and Provisions 
2021-020 17.225 Unemployment Insurance Aciivilles Allowed orUnallowed 
Eligibility 
84.007 
84.033 
84.038 
84.063 Student Financial Assistance ss 
2021-024 84.268 Cluster Special Tests and Provisions 
93.264 
93.364 
93.925 
84.007 
84.033 
84.038 
84.063 Student Financial Assistance noe 
2021-025 84.268 Cluster Eligibility 
93.264 
93.364 
93.925 


84.007 
84.033 
saan Student Financial Assist 
udent Financial Assistance ar 
2021-027 84.063 Cluster Eligibility 
84.268 
84.379 
93.342 
10.553 
10.555 : om ats 
2021-040 40.556 Child Nutrition Cluster Activities Allowed or Unallowed 
10.559 
Activities Allowed or Unallowed 
9021-044 84.027 Special Education Cluster Allowable Costs/Cost Principles 
84.173 (IDEA) Matching, Level of Effort, Earmarking 
Period of Performance 
10.551 Temporary Assistance for 
2021-045 10.561 Needy Families Activities Allowed or Unallowed 
Allowable Costs/Cost Principles 
93.558 SNAP Cluster 
i Children’s Health Insurance Activities Allowed or Unallowed 
arene aud Program Allowable Costs/Cost Principles 
4 Temporary Assistance for : 
2021-056 93.558 Needy Families Reporting 
4 Low-Income Home Energy : 
2021-057 93.568 Assiiancs Reporting 
575 
2021-060 . ° 96 CCDF Cluster Activities Allowed or Unallowed 


‘The state of Montana’s response to the internal control over compliance findings identified in our audit 
are described in the accompanying Corrective Action Plan. The state of Montana’s response was not 
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no 


opinion on the response. 


‘The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of 


the Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 


June 9,.2022 


Respectfully submitted, 


/s/ Cindy Jorgenson 


Cindy Jorgenson, CPA 


Deputy Legislative Auditor 


Helena, MT 
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State of Montana 


Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section I— Summary of Auditor’s Results 


Basic Financial Statements 
For Each of the Two Fiscal Years Ended June 30, 2021 


Type of report issued on whether the financial statements Unmodified 


audited were prepared in accordance with GAAP: 


Internal control over financial reporting: 
e Material Weaknesses identified? 
e Significant Deficiencies identified? 


Noncompliance material to the financial statements noted? 


Federal Awards 
For the Two Fiscal Years Ended June 30, 2021 


Internal control over major programs: 
e Material Weaknesses identified? 
e Significant Deficiencies identified? 


2020 2021 


Unmodified 


No 
Yes 


Yes 
Yes 


Yes Yes 


2020 and 2021 


Yes 
Yes 


Type of auditor’s report issued on compliance for Unmodified for all major programs except 


for: 
e 


Major federal programs: 


Epidemiology and Laboratory 
Capacity for Infectious Diseases 
(ELC); and Foster Care-Title IV-E, 
which are adverse. 

Highway Planning and Construction 
Cluster; Formula Grants for Rural 
Areas; SNAP Cluster; Child Nutrition 
Cluster; Unemployment Insurance; 
Title I Grants to Local Educational 
Agencies; Special Education Cluster 
(IDEA); Temporary Assistance for 
Needy Families; CCDF Cluster; 
Children’s Health Insurance 
Program; Medicaid Cluster; Disaster 
Grants — Public Assistance 
(Presidentially Declared Disasters); 
Coronavirus Relief Fund; Research 


Tn 20-02 
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Any audit findings disclosed that are required to be 
reported in accordance with 2 CFR 200.516(a)? 


Identification of major programs: 


ALN(s) 
10.551 & 10.561 


10.553, 10.555, 10.556, & 10.559 
12.401 


17.225 

20.205, 20.219, & 20.224 
20.509 

21.019 

Z1.023** 

66.458 

66.468 

84.010 

84.027 & 84.173 

84.425 


84.007, 84.033, 84.038, 84.063, 84.268, 84.379, 
93.264, 93.342, 93.364, & 93.925 


93,323 


93.558 
93.568 
93.575 & 93.596 
93.658 
93.767 


93.775, 93.777, & 93.778 


and Development Cluster; Education 
Stabilization Fund Under the 
Coronavirus Aid, Relief, and 
Economic Security Act; and Student 
Financial Assistance Programs 
Cluster, which are qualified. 


Yes 


Name of Federal Program or Cluster 
SNAP Cluster 
Child Nutrition Cluster 
National Guard Military Operations and 
Maintenance Projects (O&M) 


Unemployment Insurance 


Highway Planning and Construction Cluster 
Formula Grants for Rural Areas 
Coronavirus Relief Fund 

Emergency Rental Assistance Program 
Clean Water State Revolving Fund 
Drinking Water State Revolving Fund 

Title I Grants to Local Educational Agencies 
Special Education Cluster (IDEA) 


Education Stabilization Fund Under the 
Coronavirus Aid, Relief, and Economic 
Security Act 


Student Financial Assistance Programs 


Epidemiology and Laboratory Capacity for 
Infectious Diseases (ELC) 


Temporary Assistance for Needy Families 
Low-Income Home Energy Assistance 
CCDF Cluster 

Foster Care- Title [V-E 


Children’s Health Insurance Program 


Medicaid Cluster 


97.036 


97.050 


Various 
** High-risk Type B program 


Dollar threshold used to distinguish between Type 
A and Type B programs: 


Auditee qualified as low-risk Auditee? 
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Disaster Grants — Public Assistance 
(Presidentially Declared Disasters) 


Presidentially Declared Disaster Assistance 
to Individuals and Households — Other Needs 


Research and Development Cluster 


$30,000,000 


No 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section II — Financial Statement Findings 
Finding 2021-1: 


Criteria: Article VII, Section 15, of the Montana Constitution requires defined benefit public 
retirement systems to be funded on an actuarially sound basis. To be actuarially sound, a 
retirement system’s contributions and investments must be sufficient to pay the full actuarial cost 
of the plan over a scheduled period of time, defined in §19-2-409, Montana Code Annotated 
(MCA), as no more than 30 years. 


Condition: Based on the June 30, 2020, actuarial valuations of the defined benefit public 
retirement systems administered by the Montana Public Employee’s Retirement Administration 
(MPERA), the following three are not actuarially sound, as the amortization periods are more 
than 30 years. 


e Public Employees’ Retirement System (PERS) — 35-year amortization period 

e Game Wardens and Peace Officers’ Retirement System (GWPORS) — 40-year 
amortization period 

e Highway Patrol Officers’ Retirement System (HPORS) — 39-year amortization period 


The June 30, 2021 actuarial valuation indicated PERS and HPORS were actuarially sound, as the 
systems amortize within 30 years. However, GWPORS continued to not be actuarially sound, as 
its amortization period was 35 years. 


Effect: The board is not in compliance with Montana Constitution and state law. 


Cause: For the June 30, 2020, valuations, the systems remained above the 30-year amortization 
period primarily because the average annual investment returns over the preceding 7 years were 
lower than the assumed rate. However, for GWPORS, the actuarial valuation also noted that 
without significant good investment experience, the current contributions would not be sufficient 
to ever bring the amortization period below 30 years. 


For the June 30, 2021, GWPORS valuation, increase in investment returns did decrease the 
amortization period, but not to within 30 years. 


Recommendation: We recommend the Legislature work with the Public Employees’ 
Retirement Board to restore the actuarial soundness of the Game Wardens’ and Peace Officers’ 
Retirement System, the Highway Patrol Officers’ Retirement System, and the Public Employees’ 
Defined Benefit Retirement Plan as required by the Montana Constitution and state law. 
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Views of Responsible Officials: MPERA concurs with this recommendation. For additional 
information regarding MPERA’s planned corrective action, see the Corrective Action Plan 
starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section II — Financial Statement Findings 
Finding 2021-2: 


Criteria: Section 17-1-102(2), Montana Code Annotated (MCA), requires activity to be reported 
in accordance with generally accepted accounting principles (GAAP). 


Montana Operations Manual Policy, 399, indicates Management is responsible for establishing 
and maintaining an effective internal control system. 


Montana Operations Manual Policy, 302, indicates state agencies and component units shall 
record all financial activity in accordance with GAAP by fiscal year-end in SABHRS, as 
required by §17-1-102(2), Montana Code Annotated (MCA). It also indicates state agencies are 
responsible for implementing internal control procedures. 


Condition: In fiscal year 2021, the Department of Labor and Industry’s (department) controls 
did not prevent, or detect and correct in a timely manner, several multimillion-dollar 
misstatements in its accounting records related to the Unemployment Insurance program. 


The department discovered several misstatements in financial activity for the Unemployment 
Insurance program subsequent to the books closing at fiscal year-end 2021. For the 
Unemployment Insurance enterprise fund, the department identified the following errors: 


e Cash was understated by $25.3 million 

e Current Accounts Receivable, less allowance for doubtful accounts, were overstated by 
$40.1 million 

e Long-Term Receivables, less allowance for doubtful accounts, were understated by $53.4 
million 

e Operating Grants and Contribution Revenues were understated by $29.5 million 

e Expenses, primarily comprised of bad debt expense, were overstated by $9.8 million 

e Net Position was understated by $35.0 million 


We reviewed the identified misstatements to evaluate the accuracy of the department’s 
calculation of the errors and agree with the department’s analysis. 


Effect: The department’s accounting records and financial reports were misstated. 


Cause: The misstatements were the result of transactions not being recorded on the accounting 
records, transactions entered incorrectly, and inaccurate accounting estimates. 

Department personnel stated the errors were not detected and corrected before fiscal year-end for 
several reasons including the significantly increased workload due to the coronavirus public 
health emergency, the department’s aging unemployment insurance benefits system which lacks 


ES 
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the necessary queries and reports to easily analyze activity, and the need to analyze a separate 
system for the Pandemic Unemployment Assistance benefit program. In addition, the large 
volume of pandemic-related activity made it difficult to run a journal line detail for all claims 
payments; instead, each day was run separately and compiled in manual spreadsheets which 
increased the chance of error. These challenges, combined with a shorter fiscal year-end period, 
resulted in less time to properly review the entries. 


Recommendation: We recommend the Department of Labor and Industry enhance its internal 
controls over the recording of financial transactions related to its Unemployment Insurance 
Program to ensure all necessary transactions are recorded in the state’s accounting system before 
fiscal year-end as required by state law. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section II — Financial Statement Findings 
Finding 2021-3: 


Criteria: Section 17-1-102(2), Montana Code Annotated (MCA), requires activity to be reported 
in accordance with generally accepted accounting principles (GAAP). 


Montana Operations Manual Policy, 399, indicates management is responsible for establishing 
and maintaining an effective internal control system. 


Montana Operations Manual, 302, indicates to help facilitate statewide compliance with GAAP, 
state agencies are responsible for implementing internal control procedures. In addition, it 
indicates to help a department facilitate GAAP compliance, management of a State agency must 
document their internal control systems for major financial processes. They also must update 
their internal control documentation to reflect current procedures, prior to each following fiscal 
year-end. 


Condition: The Department of Administration (department) State Financial Services Division’s 
(SFSD) internal controls were ineffective in preventing, or detecting and correcting, errors in the 
Unemployment Insurance (UI) enterprise fund activity presented within the state’s basic 
financial statements (BFS). Our audit work identified several multimillion-dollar errors in the UI 
enterprise fund information presented in the BFS. 


To prepare the BFS, personnel in the department’s SFSD use the financial data from the 
Statewide Accounting, Budgeting, and Human Resources System (SABHRS) used by all 
agencies, and record adjustments as necessary for correction of errors made by agencies to 
present the BFS in accordance with GAAP. 


As part of preparing the BFS, including making adjustments to SABHRS for agency errors, we 
identified the following types of errors, indicating room for improvement in internal controls: 


(1) As outlined in Finding 2021-2, internal controls at the Department of Labor and Industry 
(DLI) were ineffective in ensuring all UI-related financial activity was recorded on 
SABHRS at fiscal year-end. SFSD personnel recorded several large adjustments to the 
UI enterprise fund’s accounting records as part of preparing the BFS. One of the 
necessary adjustments increased cash and federal revenues in the fund by approximately 
$26.3 million. 


As part of a separate process completed while preparing the BFS, SFSD written 
procedures directed staff to review the fiscal year-end cash reconciliation of the UI 
enterprise fund cash on SABHRS to the state’s cash balance in the U.S Treasury. The 
written procedures directed personnel to adjust cash and accounts payable for the 
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reconciling items, without considering the nature of the reconciling items. For fiscal year 
2021 there were approximately $34 million in reconciling items, the largest of which was 
the $26.3 million in federal revenues and cash that were not recorded on SABHRS at 
fiscal year-end. SFSD personnel did not consider the nature of the reconciling items or 
identify that they previously adjusted the accounting records for $26.3 million of the 

$34 million and recorded the adjustment as directed by written procedures. 


(2) DLI’s UI enterprise fund accounting records at fiscal year-end also contained errors in 
the allowance for doubtful accounts and bad debt expense related to accounts receivable 
for benefit overpayments. SFSD recorded adjustments to SABHRS for these errors, at 
incorrect amounts. 


(3) We also identified several errors in the Statement of Cash Flows (SCF) for the UI 
enterprise fund. The initial SCF provided for audit included the effect of the errors in 
cash and accounts payable previously discussed, and therefore required modification by 
SFSD personnel. In each of the next two versions of the SCF provided for audit, we 
identified multiple errors in the activity presented for the UI enterprise fund. 


Based on the extent, size, and nature of the errors identified, we believe there is a material 
weakness in internal controls over financial reporting. This material weakness is isolated to 
reporting for the UI enterprise fund, which is presented in both the Government-Wide financial 
statements, in the Business Type Activities column, and the Proprietary Fund financial 
statements, in the Unemployment Insurance column. 


Effect: The UI enterprise fund information in the BFS provided for audit contained several 
multimillion-dollar errors: 


(1) A $26.3 million overstatement of cash and accounts payable. 

(2) A $12.65 million overstatement of bad debt expense, a $2.30 million overstatement of 
allowance for doubtful accounts (current portion), a $14.99 million understatement of 
allowance for doubtful accounts (non-current portion), and a $12.65 million 
understatement of Net Position. 

(3) Errors ranging from approximately $6.5 million to $87.8 million, across six lines on the 
SCF. 


SFSD corrected these errors after we brought them to their attention. 
Cause: Overall, SFSD’s processes for preparing the BFS did not accommodate or fully 
contemplate the significant fluctuations in UI enterprise fund financial activity resulting from the 
coronavirus public health emergency. 
Additionally: 

(1) Department personnel indicated their preliminary review procedures did not identify the 


overstated cash and accounts payable, partially due the volatility of the activity of the UI 
enterprise fund caused by the coronavirus public health emergency. They also believed 
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additional review procedures, completed later in the process, would have identified the 
error. 

(2) SFSD recorded adjustments to SABHRS for DLI doubtful account related errors based on 
preliminary adjusting entries in DLI’s accounting records but did not realize DLI’s 
adjustments were not yet finalized. Per SFSD personnel, when DLI finalized their 
analysis, the dollar amounts changed. 

(3) SFSD processes did not consider the nature of the activity associated with various asset 
and liability accounts, and which revenue and expense streams are affected by changes in 
the asset and liability accounts. 


Recommendation: We recommend the Department of Administration State Financial Services 
Division enhance internal controls to ensure: 

A. Staff consider the underlying nature of UI enterprise fund activity when preparing the 
basic financial statements, especially in years where the fund has new or unusual 
activity and 

B. Adjustments made for errors in agency accounting records do not duplicate 
adjustments made through other processes completed while preparing the basic 
financial statements and are appropriate to correct the errors. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section II — Financial Statement Findings 
Finding 2021-4: 


Criteria: Federal regulation 2 CFR 200.510(b)(1) and (3) require the Schedule of Expenditures 
of Federal Awards (SEFA) to list individual federal programs and to provide total federal awards 
expended for each individual federal program by its assigned Assistance Listing Number (ALN). 


Office of Budget and Program Planning’s (OBPP) instructions for preparation of the fiscal year 
2021 SEFA indicate each federal financial assistance program must be placed on one row of the 
worksheet which is submitted to OBPP. 


In addition, federal regulation 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Contrary to standard department practices, the department of Public Health and 
Human Services (department) recorded federal expenditures for the Pandemic-Electronic 
Benefits Transfer (P-EBT) program as activity of another federal program on the state’s 
accounting records. The P-EBT activity was comingled with the Supplemental Nutrition 
Assistance Program (SNAP) activity. This resulted in a $27.6 million error in SEFA information 
the department submitted to OBPP for fiscal year 2021. 


Effect: Comingling the activity from two federal programs caused the Business and Financial 
Services Division (BFSD) to report the total on the department’s SEFA spreadsheet as SNAP 
activity and to not report any activity for P-EBT. This resulted in a $27.6 million error in the 
SEFA information submitted to OBPP. By including P-EBT expenditure with SNAP 
expenditures on the SEFA spreadsheet, the department did not comply with OBPP instructions 
which are designed to comply with federal requirements for SEFA reporting. Additionally, had 
the department incurred costs for P-EBT in excess of the state’s major program threshold, this 
error could set the state up for not properly identifying and auditing its major federal programs. 
OBPP corrected the error in the final SEFA. 


Cause: The department’s standard procedures include using a separate account with the federal 
special revenue fund be used to record activity for each federal program it administers. 

However, the department’s Health and Community Services Division did not use a separate 
account within the state’s federal special revenue fund to record P-EBT benefits despite the fact 
that P-EBT has its own federal award identification number. The department’s BFSD, the 
division responsible for preparing the department’s SEFA spreadsheet, was not aware of the 
comingling of SNAP and P-EBT expenditures until we brought it to their attention. To prevent 
comingling of federal award activity in the future, the department must enhance internal controls. 


C-29 


Recommendation: We recommend the Department of Public Health and Human Services: 
A. Enhance internal controls to ensure a separate account is used to record activity for each 
federal program administered by the department. 
B. Report information for each federal financial assistance program on a separate row of the 
department’s SEFA worksheet, as required by Office of Budget and Program Planning 
instructions. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section II — Financial Statement Findings 
Finding 2021-5: 


Criteria: Montana Operations Manual Policy, 399, states “Management’s role is to provide the 
leadership that an agency needs to achieve its goals and objectives. Part of that responsibility 
encompasses the establishment of internal control policies and procedures designed to... help 
ensure compliance with applicable laws and regulations.” 


Condition: Montana State University (the university) does not have controls in place to ensure 
capital assets reported on the financial statements are complete and accurate. The university does 
not ensure the data processed by its asset management system is complete and accurate. While 
the university has consistently obtained a System and Organization Controls (SOC) report from 
the software vendor, it is a SOC 2 report, which does not provide any assurance over data 
processing and controls relevant to financial reporting. 


The university has approximately $562 million in capital assets, net of depreciation, including 
buildings, infrastructure, and equipment. The university contracts with a software vendor, 
considered a service organization, for an asset management system. The university has 
contracted with the service organization since 2013. The asset management system is used to 
track the acquisition of capital assets, disposal of capital assets, and the related depreciation. The 
data tracked and calculated by the system is used as a basis to record accounting entries related 
to capital assets. 


If the university chooses to use a SOC report as assurance over service organization controls to 
address their control issue, they should obtain a SOC | report, which is used to evaluate internal 
controls over financial reporting. In addition to obtaining the SOC 1 report, the university needs 
to review the report’s contents. Without proper review of the report, the university would not be 
aware of any deficiencies identified and additional user entity controls the university is 
responsible to implement. If the university does not choose a SOC report as assurance, they will 
need to implement compensating controls. 


While the university does not have controls in place to ensue capital assets reported on the 
financial statements are complete and accurate, we did not identify any errors in the amount 
reported. 


Effect: Without adequate internal controls in place, there is risk errors may not be identified in a 
timely manner in the financial records. 


Cause: University staff indicated they were not aware of the different kinds of SOC reports and 
that the one they received did not provide the type of assurance needed. Additionally, they have 
not received training about SOC reports. 
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Recommendation: We recommend Montana State University establish and maintain adequate 
internal controls over capital asset activity to ensure complete and accurate financial reporting. 


Views of Responsible Officials: The university concurs with this recommendation. For 
additional information regarding the university’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section II — Financial Statement Findings 
Finding 2021-6: 


Criteria: Montana Operations Manual Policy, 399, states “Management’s role is to provide the 
leadership that an agency needs to achieve its goals and objectives. Part of that responsibility 
encompasses the establishment of internal control policies and procedures designed to... help 
ensure compliance with applicable laws and regulations.” 


Montana Operations Manual Policy, 335, provides guidance related to the financial transactions 
and reporting of capital assets. Policy requires integral parts of a structure, when replaced, be 
recorded as building improvement costs and recorded as a new capital asset which can be linked 
to the original building. Policy also specifies once projects are completed and placed in service 
the project is retired from Construction Work In Progress (CWIP) and recorded to the 
appropriate capital asset account. 


Condition: The University of Montana’s (university) draft financial statement capital asset 
disclosure and underlying support classified various capital assets in a manner which did not 
adhere to state accounting policy. During the audit, we identified capital asset misclassifications 
or discrepancies that indicated existing managerial procedures and internal controls are not 
effective to provide accurate financial data that adheres to state accounting policy. 


We identified several instances totaling approximately $9.2 million of building improvement and 
land improvement projects completed and placed in service in fiscal years 2018, 2019, and 2020 
still included in the university’s CWIP listing. Additionally, we identified $688 thousand of 
assets classified as buildings that should have been classified as building improvements. 


Lastly, we identified ongoing projects totaling approximately $6.1 million listed in the 
university’s commitment disclosure but not their CWIP listing. For these ongoing projects not in 
the CWIP listening, the university believe three projects totaling the $6.1 million do not meet 
capital asset requirements as the university considers them basic repair and maintenance projects 
that should be expensed in the year incurred. The projects in their entirety do not fall within the 
repair and maintenance definition. Rather, equipment such as fixed seating, light fixtures, AV 
equipment, and athlete lockers are intended to be used over a longer period and would lose their 
identity if removed from the building. Thus, they are considered integral parts of the building 
and the cost should be captured for future capitalization when the projects are complete. We 
believe a portion of each project falls under capitalizable building cost items per state policy. The 
university will need to determine what portion of the $6.1 million should be capitalized. 


The net effect of the three situations described above resulted in a net CWIP overstatement up to 
approximately $3.1 million and $688 thousand of misclassified capital assets for the draft fiscal 
year 2021 financial statements we received. The university corrected the identified errors as part 
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of the financial statement process. Corrections included reclassifying approximately 
$8.7 million from CWIP to building improvements and reclassifying approximately 
$688 thousand from buildings to building improvements. 


Effect: Inadequate internal controls and managerial procedures that contrast state accounting 
policy over capital asset activity increase the risk of incomplete or inaccurate financial 
statements and notes. Projects that are completed but remain in CWIP overstate this account and 
understate the appropriate capital asset account. Additionally, the effect of not having projects in 
the CWIP listing understates CWIP, which has the potential to result in a material misstatement 
in the university’s financial statements. Lastly, misclassification between capital asset types can 
cause improper classification and recognition of depreciation expense in the financial statements. 


Cause: The university interpreted state accounting policy as not explicitly stating what the 
proper method of recording an asset is when there is an overarching construction project that is 
broken down into phases. The university made the decision to capitalize all phases of a project 
when the overall project is completed rather than capitalizing each phase as it is completed and 
placed into service. For projects on the commitments list but not in CWIP, the university 
believed three projects that included replacing fixed seating, light fixtures, replacing athlete 
locker room lockers, and upgrading AV equipment did not meet capital asset requirements as the 
university considered them basic repair and maintenance projects that should be expensed in the 
year incurred. 


Recommendation: We recommend that the University of Montana: 

A. Enhance, document, and implement internal controls to ensure the completeness and 
accuracy of capital assets and their related note disclosures on the university’s financial 
statements. 

B. Adhere to state policy when recognizing building improvements as capital assets. 


Views of Responsible Officials: The university concurs with this recommendation. For 
additional information regarding the university’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section II — Financial Statement Findings 
Finding 2021-7: 


Criteria: Montana Operations Manual Policy, 399, indicates management is responsible for 
establishing and maintaining an effective internal control system. 


Federal regulations, 42 CFR 435.914(a) and 42 CFR 457.965, require the Department of Public 
Health and Human Services (department) to include facts to support their eligibility decision in each 
applicant’s case record for the Medicaid Cluster and the Children’s Health Insurance Program 
(CHIP), respectively. 


Federal regulations, 42 CFR 435.603, 42 CFR 457.310, and 42 CFR 457.315, require the use of 
multiple criteria, including household income, when determining eligibility for Medicaid and CHIP. 


Condition: The department administers the Medicaid and CHIP programs to provide medical 
coverage to eligible individuals. The department’s internal controls over Medicaid and CHIP 
eligibility determination did not consistently operate as designed in fiscal year 2020. We 
considered this to be a significant deficiency in internal controls over financial reporting for 
fiscal year 2020. 


In the prior Single Audit for the two fiscal years ending June 30, 2019, we reported internal 
control and compliance issues related to eligibility determinations for the Medicaid and CHIP 
programs. Conclusions were based on federal and state program requirements, federal guidance 
to auditors, and results of our review of 63 case files which also included consideration of state 
tax data as an external data source. As a result, we reported a material weakness in internal 
controls and material non-compliance in the Report on Internal Control Over Financial Reporting 
and on Compliance and Other Matters Based on an Audit of Financial Statements for fiscal year 
2019, and reported Financial Statement finding 2019-3 in in the prior Single Audit report. 


As required by auditing standards, we performed follow-up on the internal control and 
compliance issues identified in our fiscal year 2019 testing as part of the fiscal year 2020 audit of 
the state’s basic financial statements. We noted several changes occurred for fiscal year 2020, 
including: 


e Federal guidance to auditors no longer contained a requirement to redetermine eligibility 
to ensure beneficiaries qualify for the Medicaid program and are in the appropriate 
enrollment category. Additionally, the federal guidance indicated the auditor is not 
expected to test beyond the requirements of the state. As such, if the department 
accepted self-attested information verified at a later date, then the auditor should accept 
such information in audit testing. 

e Montana Chapter 415, Laws of 2019 (House Bill 658) required the department to verify 
the information provided on application for Medicaid to confirm an applicant’s eligibility 


before authorizing payment of benefits under the program. House Bill 658 also required 
the department to use state tax data in its verifications. The department implemented 
verification at application as of January 1, 2020, and the use of state tax data began on 
May 14, 2020. The department was ready to require proof of residency in March 2020, 
but the change was put on hold due to a requirement in Section 6008 of the Families First 
Coronavirus Response Act which prevented the inclusion of additional eligibility policy 
changes during the pandemic. As such, the department continued to accept self- 
attestation as proof of residency during the remainder of fiscal year 2020. 


We considered these changes as we designed and conducted audit tests in support of the audit of 
the state’s basic financial statements for fiscal year 2020. 


We conducted a stratified judgmental sample from nearly 300,000 client eligibility 
determinations or redeterminations made during fiscal year 2020. From that population, we 
selected 34 clients, including new clients (initial eligibility determinations) and continuing 
clients (eligibility redeterminations). A portion of our sample was directed at clients who 
incurred more significant benefit costs during the fiscal year. We randomly selected 25 of the 
clients reviewed. Of the remaining nine, we selected two clients based on eligibility categories 
where issues were identified in the prior audit, one client based on the initial intake information 
being collected by the Department of Corrections, and six because of the significant benefits 
costs they incurred during the audit period. This was not a statistically valid sample. 


Through our testing of the randomly selected files, we identified one instance where a Medicaid 
client’s eligibility for their current category had not been confirmed since November 2017. 
While the department’s automated data processes occurred, a difference flagged by the system 
requiring department staff resolution was not completed as required. In fiscal year 2020 when 
the department completed the required procedure, the individual was misclassified in the state’s 
eligibility system, which resulted in the individual incorrectly not being required to pay a 
premium. We identified the misclassified individual through our audit work. In this situation, 
the misclassification did not result in an incorrect federal or state match. 


We considered the results of our testing, as well as the magnitude of the Medicaid and CHIP 
programs, which collectively incurred over $2 billion in benefits and claims expenditures. While 
there was no misapplication of federal and state match for this identified instance, the breakdown 
in internal controls could have resulted in a misapplication of match or the department not 
identifying an ineligible individual. Given the magnitude of the payments under the programs, 
we considered this to be a significant deficiency in internal controls over financial reporting for 
fiscal year 2020. We did not issue a new recommendation to the department as a result of this 
work. 


Subsequent to the follow-up performed in support of our audit of the state’s basic financial 
statements for fiscal year 2020, we completed a separate audit of the department for fiscal years 
2020 and 2021, through which we tested the Medicaid and CHIP programs, in accordance with 
Uniform Guidance. 
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In that separate audit, we considered the Center for Medicaid Services (CMS) response to the 
related federal compliance finding from the prior Single Audit, and its implications over 
financial reporting. We determined the department’s controls over eligibility no longer correlate 
to internal controls over financial reporting. As such, we have not issued a recommendation to 
the department related to internal controls over financial reporting. However, our testing of 
Medicaid and CHIP eligibility in accordance with Uniform Guidance continue to indicate room 
for improvement in internal controls over compliance with eligibility requirements of the 
programs, and we have issued Federal Findings 2021-046 through 2021-048. These 
recommendations address both internal controls over compliance and compliance with eligibility 
determinations. 


Effect: When these controls do not operate as designed, the state of Montana is at risk of 
misapplying match requirements between the General Fund and the Federal Special Revenue 
Fund sources, or of not identifying ineligible participants. 


Cause: Department personnel attribute the error we identified in our fiscal year 2020 testing 
primarily to human error. They indicated the case was properly identified by the system as up 
for renewal in fiscal year 2019, and properly ran through the department’s process for auto- 
renewal. Since the member’s premium needed to be re-calculated, the complete auto renewal 
process was stopped and a task was created. The task was never completely worked, so a new 
re-determination process was not triggered to be set-up in the system, which directly resulted in a 
delayed re-determination in fiscal year 2020. 


Recommendation: As previously outlined, we did not issue a new recommendation to the 
department related to internal controls over financial reporting based on our findings from our 
testing in support of the state’s basic financial statements for fiscal year 2020. Federal Findings 
2021-046 through 2021-048 contain recommendations on internal controls over and compliance 
with federal eligibility requirements of the Medicaid and CHIP programs based on our 
compliance audit for fiscal years 2020 and 2021. 


Views of Responsible Officials: See Federal Findings 2021-046 through 2021-048 for the 
department’s views on the continued eligibility findings for the Medicaid and CHIP programs. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-001: U.S. Department of Defense 
ALN # 12.401, National Guard Military Operations and Maintenance 
(O&M) Projects 
Grant # W9124V-18-2 and W9124V-21-2 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


National Guard Regulations (NGR) 5-1 states in section 5-3, that in order for costs to be 
allowable, they must be allocable, allowable, and reasonable. Allocable means the costs must 
have been incurred by the grantee and allocable to the cooperative agreement (CA) supported 
program, project, or facility. 


Condition: A Post Engineer split is calculated every six months to allocate costs of certain 
workers, such as carpenters, between the General Fund and the O&M grant based on actual 
hours worked on buildings or projects for the previous six months. Based on the actual hours 
worked a ratio is calculated for charging either federal or state funds. The splits are entered into 
the state’s accounting system so that when applicable employees input their time, their salaries 
are appropriately allocated between the federal and state funds. Through our sample testing, we 
found that splits effective for January 1, 2020, through June 30, 2020, were not updated in the 
state’s accounting system. The splits from the previous six-month time frame continued to be 
used. While the splits do not typically change substantially each period, using the incorrect splits 
for a six-month time period resulted in a $6,179 overallocation to the federal fund and under 
allocation to the General Fund for the same amount. 


Questioned Costs: We identified $6,179 in questioned costs. 


Context: During our audit, we sampled 40 expenditure transactions from a population of 23,472 
and found two instances where payroll charges were not properly allocated between the federal 
grant and the General Fund. The two instances allowed us to identify a systematic problem that 
extended to all applicable employees during the affected time frame. This was not a statistically 
valid sample. 


Effect: Internal controls did not ensure the recalculated payroll split was input into the state’s 
accounting system which resulted in $6,179 in overcharges to the federal grant. 


Cause: Adequate controls, such as a checklist or calendar reminder, were not in place to ensure 
that the payroll splits were updated in the state’s accounting system. 
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Recommendation: We recommend the Department of Military Affairs: 
A. Comply with federal requirements to allocate the correct amount of salaries for 
employees whose time is split between federal and state projects. 
B. Establish internal controls to ensure the state’s accounting system is updated when the 
splits are recalculated, and 
C. Reimburse the federal government for the amount of payroll costs it was overallocated. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-002: U.S. Department of Transportation 
ALN # 20.205, 20.219 and 20.224, Highway Planning and Construction 
Cluster 
Grant # Not Applicable 


Criteria: Federal regulation, 29 CFR 5.5, requires certified payrolls be submitted for each week 
in which any contract work is performed. 


Federal regulation, 29 CFR 5.6, indicates no payment be made if the contractor and its 
subcontractors are not in compliance with the provisions of 29 CFR 5.5. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with federal 
statutes, regulations, and the terms and conditions of the Federal award. This establishes an 
expectation that the Montana Department of Transportation (department) will have internal 
controls in place to ensure contractors and subcontractors are compliant with wage rate 
requirements. 


Condition: The department’s internal controls were ineffective in ensuring all certified payrolls 
for highway construction projects were submitted in a timely manner. 


Questioned Costs: None. 


Context: In the prior audit of the department, we determined the department did not ensure all 
payrolls were received prior to issuing payments to contractors. We also identified multiple 
projects for which the department did not receive all payrolls. In the current audit, we noted the 
department took steps to address this situation, including continuing to use the new electronic 
payroll submission module within AASHTOWare’s Construction and Materials System. The 
new module has built in flags designed to identify instances of missing payrolls when contractor 
pay estimates are generated in the system. This system was implemented for all new projects let 
from October 2019 forward. Older projects not migrated to the new system use procedures and 
paper payrolls which have not changed since the last audit. The older system is expected to still 
be in use through the next biennium and accounts for 187 of the 546 projects. 


We sampled 36 projects and identified: 
e Seven projects using paper payrolls, that were certified by department personnel as 
having submitted all payrolls at project close, where 27 payrolls were missing. This is 
across four department districts and 12 contractors. 
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e Five projects, three using paper and two using electronic submission, having 16 overdue 
payrolls. The overdue payrolls were across three department districts and seven 
contractors. 

e Two projects were missing four subcontractor approval checklists which are used to 
determine which subcontractors are held to certified payroll submission requirements. 
Without these checklists, the contractor was not notified of the reporting requirements. 


These samples were not statistically valid. Given the number of active projects during the audit 
period and the control deficiency, we believe there are likely other instances of non-compliance. 


Effect: These untimely or incomplete certified payroll submissions constitute noncompliance 
with federal regulations. Further, the department is in noncompliance with federal regulations 
requiring the withholding of payment until certified payrolls are submitted. Additionally, there 
is risk the department will not identify instances where contractors or subcontractors are not 
paying prevailing wages. 


Cause: While the new system was implemented for all new projects let from October 2019 
forward, the use of the system features is not consistent across all project managers or districts. 
For the project flags to work, the department personnel must complete daily work reports and fill 
in the contractor and subcontract performing on the day reported. Of the 25 projects tested that 
use the new system, 9 projects did not have the contractor section completed. 


Projects in the old system are tracked manually and the department’s internal controls have not 
been sufficient to ensure the certified payrolls are received. As the department implemented a 
new system, the department has no plans to improve the manual process. 


Repeat Finding: This is a repeat finding and has been reported as Single Audit findings 2017- 
028 and 2019-026 in the audits for the two fiscal years ending June 30, 2017, and June 30, 2019, 
respectively. 


Recommendation: We recommend the Montana Department of Transportation: 
A. Enhance internal controls to ensure all required payrolls are received. 
B. Obtain and review all required certified payrolls weekly from contractors and 
subcontractors for all active construction projects under the Highway Planning and 
Construction program to ensure compliance with federal prevailing wage requirements. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


C-41 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-003: U.S. Department of Transportation 
ALN # 20.509, Formula Grants for Rural Areas 
Grant # MT-18-X064-00, MT-2016-005, MT-2017-002, 
MT-2017-022, MT-2018-011, MT-2020-003, MT-2020-013 


Criteria: Federal regulation, 2 CFR 200.317, requires the state to follow state procurement 
policy to procure federally funded procurements. 


Montana Operation Manual Procurement Policy 335 (VII)(D) lays out strict requirements for the 
use of sole source procurements, where this procurement method may only be used if the item is 
only available from a single vendor. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


For vehicle purchases, Montana Department of Transportation (department) policy requires Post- 
Delivery Certifications to be filed with the department’s procurement section within 30 days of 
final vehicle acceptance. 


Condition: The department’s internal controls did not ensure vehicles procured using the 
Formula Grants for Rural Areas program followed state policy and procedures. 


Questioned Costs: We question $75,825 of costs charged to the program. 


Context: From a population of nine purchase orders, we tested three and identified instances in 
all three where the department did not follow state policy and procedures for vehicles purchased 
under the program, as outlined below. This was not a statistically valid sample. 


e The first instance was a sole source procurement used to replace an existing purchase 
order for vans. The vans are available from more than one vendor. As such, the two vans 
costing $75,825 were improperly purchased as a sole source procurement. 

e The second and third instances, totaling $680,740, were procurements where the 
department did not complete and file Post-Delivery Certifications in accordance with 
department policy. Department policy requires the certifications be filed with the 
department’s procurement sections within 30 days of final vehicle acceptance. The 
certifications are evidence the vehicles met specifications and were received as agreed 
upon within the procurement. 
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Effect: The department is not in compliance with state procurement policies and procedures. 
As a result of the first instance of non-compliance, there are questioned costs. 


Cause: For the sole source procurement, department staff incorrectly interpreted federal 
procurement best practices as requiring significant deviations from an initial invitation to bid be 
considered a sole source procurement. The department thought a new procurement using sole 
source was required instead of using a change order to accommodate the significant deviation. 


For the Post-Delivery Certifications, department staff overlooked the need to complete the 
certifications at the time of vehicle inspection. The department’s internal controls were 
insufficient to ensure the certifications were completed and submitted in the time frame required 
by department policy. 


Recommendation: We recommend the Montana Department of Transportation: 
A. Enhance internal controls to ensure all procurement follow state policy to comply with 
federal requirements. 
B. Comply with state procurement policy for all vehicle purchases. 
C. Complete and submit the Post-Delivery Certifications as required by department policy. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-004: U.S. Department of Transportation 
ALN # 20.509, Formula Grants for Rural Areas 
Grant # MT-18-X064-00, MT-2016-005, MT-2017-002, 
MT-2017-022, MT-2018-011, MT-2020-003, MT-2020-013 


Criteria: Federal regulation, 2 CFR 200.1, defines a subaward and requires a legal agreement. 


Federal regulation, 2 CFR 200.331, lays out the fourteen required elements to communicate to 
subrecipients, the requirements for risk assessments, and monitoring during and after the award 
to ensure subrecipient compliance. This federal regulation was renumbered to 2 CFR 200.332 
during the audit period. 


Federal regulation, 2 CFR 200.334, requires the retention of records for audit review. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Montana Department of Transportation’s (department) monitoring of 
subrecipients of the Formula Grants for Rural Areas program can be enhanced. 


Questioned Costs: None 


Context: Under this program, the department provides operating and capital grant awards to 
subrecipients. The subrecipients include local government transit authorities, nonprofit 
organizations or an operator of public transportation, or intercity bus services. We identified 
several discrepancies relating to the subrecipient monitoring requirements, as summarized 
below: 

e Inour sample of eight of the 39 subrecipients, we looked at 13 grant agreements. This 
was not a statistically valid sample. A subrecipient receives separate grant agreements 
based on the type of award: operating, capital, or intercity bus grants. Of the 13 grant 
agreements, seven did not contain the total amount of federal funds obligated to the 
subrecipient including the current obligation. As the different types of awards are not 
awarded at the same time, each grant should include the awards provided to the 
subrecipient prior to the current award in the total obligation under the current year’s 
Formula Grants for Rural Areas program. 

e The risk assessment performed on a new subrecipient receiving federal funds from the 
department in fiscal year 2021 was completed without all elements of risk being assessed. 
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e The department performs detailed financial reviews on the first year’s submission of 
quarterly reports for new subrecipients. During fiscal year 2021, the third quarter detail 
review was not performed for the new subrecipient. After we communicated the issue, 
the department initiated the review. 


e One of eight subrecipient compliance reviews was not documented. The compliance 
reviews for the remaining seven were not performed following department policy. The 
department reviewer only looked at one vehicle to check compliance instead of the 
required two. 


e The department’s review of quarterly reports from the subrecipients did not address 
vehicle disposals during their reviews, which require additional procedures. This resulted 
in one vehicle being maintained on the subrecipients records for an additional year. In 
addition, the department’s record retention policies were not followed for several vehicle 
disposals. Two of eight sales forms and four of eight lien releases were unaccounted for 
as of when we completed our procedures. 


Effect: Without efficient internal controls over compliance to ensure all elements of 
subrecipient monitoring are followed, the department is noncompliant with federal regulations. 
Additionally, noncompliance with subrecipient monitoring could result in undetected 
noncompliance on the part of the subrecipient and potentially unidentified questioned costs. 


Cause: Department personnel indicated the myriad of errors relating to subrecipient monitoring 
were due to staff turnover, incomplete archiving of documentation, an office remodel resulting in 
missing or misplaced documentation, and one file was unintentionally shredded/destroyed 
instead of archived. 


Recommendation: We recommend the Montana Department of Transportation comply with 
federal subrecipient monitoring requirements by: 

Performing and documenting risk assessments, 

Including required elements in grant agreements, 

Performing subrecipient monitoring, and 

Maintaining associated documentation. 
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Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-005: U.S. Department of Transportation 
ALN # 20.509, Formula Grants for Rural Areas 
Grant # MT-18-X064-00, MT-2016-005, MT-2017-002, 
MT-2017-022, MT-2018-011, MT-2020-003, MT-2020-013 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Federal regulation, 2 CFR 200.332(d)(3), requires the state to issue a management decision for 
applicable audit findings pertaining to federal awards. 


Condition: The Montana Department of Transportation (department) did not collect identified 
unallowable costs of the Formula Grants for Rural Areas program that were identified as part of 
the internal audit function’s audits of completed grants. The length of time that transpired 
between identification and recovery of questioned costs indicates internal controls are not 
effective. 


Questioned Costs: We question $13,237 of costs charged to the program. 


Context: The department’s Audit Services office conducted three audits of transit grant 
recipients during fiscal year 2020 as part of monitoring subrecipients of the program. Each of 
these audits identified questioned costs that needed to be recovered by the state and then remitted 
to the Federal Transit Authority (FTA). These audits were published in September 2019, 
December 2019, and April 2020, with a total of $13,237 in questioned costs. 


The department’s procedures are to reduce the next quarterly payment to the grant recipient by 
the amount of the questioned costs. In fiscal year 2021, the quarterly payments were disrupted 
due to additional funding received under the Coronavirus Aid, Relief, and Economic Security 
(CARES) Act. The department chose not to conflate funding by reducing the CARES grants for 
the previously identified questioned costs. While we understand the extenuating circumstances, 
we did identify regular quarterly payments for one of the grant recipients that could have been 
used to offset the questions costs. As of September 2021, the questioned costs had not been 
recovered. 


Effect: The department is not in compliance with federal regulations. Additionally, there is risk 


the questioned costs will be forgotten and never recovered. Federal regulations allow the FTA to 
collect interest on funds owed. While interest rates remain low, depending on the length of time 
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outstanding, the amount owed to the federal grating agency could grow larger than the initial 
questioned costs. 


Cause: The department indicated their current processes did not consider timely return of 
identified questioned costs. 


Recommendation: We recommend the Montana Department of Transportation enhance internal 
control procedures to ensure timely recovery and remittance of identified questioned costs. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-006: U.S. Department of the Treasury 
ALN # 21.019, Coronavirus Relief Fund 
Grant # SLT0077, SLT0006 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. Effective 
internal controls should include establishing procedures to ensure eligibility determinations are 
performed in accordance with program requirements. 


Per 21 USC 812(c)(10), marijuana is a Schedule | drug and controlled substance. Per 21 USC 
841(a) “it shall be unlawful for any person knowingly or intentionally- (1) to manufacture, 
distribute, or dispense, or possess with intent to manufacture, distribute, or dispense, a controlled 
substance”. 


The Montana Department of Commerce (department) established eligibility criteria for the 
Business Stabilization Grant Program (BSG), funded by the Coronavirus Relief Fund. The 
eligibility criteria included being a business in good standing in Montana, with 50 or fewer 
employees, and having sustained revenue loss due to the pandemic. Additionally, criteria 
indicated marijuana-based businesses were ineligible. 


Condition: The department’s controls over the BSG were not adequate to ensure only 
businesses meeting the department’s eligibility requirements received funding under this 
program, and that the funding was used only for purposes allowed by this program. Some 
ineligible businesses received funding under the BSG, including two medical marijuana 
companies. 


Questioned Costs: We identified questioned costs totaling $49,716. 


Context: The BSG provided working capital to support allowable business expenses for small 
businesses in the state. This program aimed to help businesses retain their current employees and 
maintain business viability. The department spent approximately $253.8 million on grants for the 
BSG in fiscal years 2020 and 2021. 


In a non-statistical sample of 60 of the 13,049 grant recipients, we identified one business that 
was not eligible and that has identified questioned costs, six businesses that used the funding for 
salary draws which was unallowed, and one nonprofit that received funding. For each of these 
situations, we performed additional analytical procedures and reviews of supporting documents 
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to determine if these were isolated situations or if other similar situations existed for more than 
the businesses included in our initial sample. 


One of the businesses that received assistance was a medical marijuana provider. Medical 
marijuana is illegal at the federal level, and the department’s eligibility requirements 
disallowed these providers from receiving funding under this program. However, the 
department’s application review process did not identify the business as a medical 
marijuana provider and awarded the business $27,620. The department performed 
additional reviews after we identified this business and identified one additional medical 
marijuana provider that was awarded $22,096. We consider both of these to be 
questioned costs of $49,716. 


Several sole proprietors received assistance for salary draws, which are not considered 
business expenses but instead a return of income. We identified six sole proprietors who 
indicated they used the funding for salary draws. The department indicated this was 
confusing to sole proprietors, and many misclassified expenses such as payments to 
contractors, as salary. During their detailed post-award reviews, the department also 
identified that sole proprietors who claimed salary draws also had other eligible expenses 
allowed under the BSG program. The department expects this is the case for the ones we 
identified but completed post-award reviews were not available to support their assertion 
at the time of our testing. 


One of the six sole proprietors also indicated on their BSG application that they were 
receiving unemployment insurance assistance. Sole proprietors could apply for and 
receive benefits through the Unemployment Insurance program. Disallowing sole 
proprietor salary draws ensured funding was not received from two federal sources for 
the same expenses. Using data from the department collected through the application 
process, we identified an additional 93 businesses that appear to be sole proprietors 
receiving both unemployment insurance and BSG funding for salary draws. Based on the 
review of available data, we could not determine if funding was received for the same 
period, or for the same expenses. As a result, we do not consider these to be questioned 
costs. 

Nonprofit entities were not initially eligible to receive funding through the BSG program. 
The Department of Public Health and Human Services administered a separate program 
with CRF funds specifically for nonprofits. However, after multiple nonprofits applied 
for the BSG program, the department decided to allow nonprofits to receive funding 
under the BSG program if they hadn’t received funding through the other CRF program. 
During our testing we identified four of the 34 nonprofits received funding from both 
programs. We reviewed the information submitted for each program and determined the 
funds were used for different purposes under each program, so we do not consider these 
questioned costs. However, since the department’s controls were not sufficient to prevent 
or detect these situations, these nonprofits could have received funding for the same 
activities from both CRF programs. 


Effect: This resulted in questioned costs and ineligible businesses receiving funding. 
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Cause: The department did perform application reviews before awarding funding and performed 
audits of randomly selected businesses after the program ended. However, none of these procedures 
identified the situations above as the department’s controls were not sufficient. 


Recommendation: We recommend the Department of Commerce: 
A. Recover the funds from the subrecipients, and pay back the Coronavirus Relief Fund for the 
$49,716 questioned costs. 
B. Perform additional risk analysis and post-award reviews of subrecipient use of funds. 
C. Develop controls that are sufficient to ensure only eligible applicants receive funding, that 
applicants understand the requirements for the use of funds, and required documentation is 
sufficient to ensure any new federal program funds are used for appropriate purposes. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-007: U.S. Department of the Treasury 
ALN # 21.019, Coronavirus Relief Fund 
Grant # SLT0077, SLT0006 


Criteria: Federal regulation, 2 CFR 200.331, requires pass through entities to communicate 
specific required information to subrecipients. This federal regulation was renumbered to 2 CFR 
200.332 during the audit period. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. Effective internal 
controls should include establishing procedures to ensure eligibility determinations are 
performed in accordance with program requirements. 


Condition: The Montana Department of Commerce’s (department) did not ensure all required 
information was provided to subrecipients of the various grant programs established from 
funding provided through the Coronavirus Relief Fund (CRF). The department’s internal 
controls were insufficient to ensure that subrecipients received communication regarding the 
necessary items. 


Questioned Costs: None. 


Context: Through the Business Stabilization Grant, Tourism Safety, Loan Deferment, and 
Working Capital Loan programs established using CRF funds, the department provided federal 
assistance to approximately 13,000 businesses. The department considered all of these 
businesses to be subrecipients. The department awarded approximately $253.8 million, 

$15 million, $46.6 million, and $23.1 million in grants for the Business Stabilization, Tourism 
Safety, Loan Deferment, and Working Capital Loan programs, respectively, during fiscal years 
2020 and 2021. 


For each of these programs, the department developed and sent standardized documents to all 
subrecipients. However, those standardized documents did not contain all required items, such as 
the Assistance Listing Number (ALN), amount awarded, terms of the award, indirect cost rate, 
and access to the subrecipient’s records. Some of this information was not initially available 
when the documents were created. The documents were not updated when the information 
became available, and other available information was not included in some of the documents. 


The specific items not communicated to subrecipients under each program are included in the 
following table, as red Xs. 


fe) IG 8a Toultem Loan Working 
. : Stabilization Safety : 
Items Required to be Communicated Grant Grant Deferment | Capital Loan 


Federal award identification number 


Federal award date 


Total amount of the federal award 
committed to subrecipient by the department 


Name of federal awarding agency and 
contact information for the awarding 
official of the department 


ALN and name 


Identification of whether the award 
is research and development 


Indirect cost rate for the federal award 
including if the de minimis rate is charged 


Requirement that subrecipients permit 
the department and auditors to have 
access to their records and 

financial statements 


Subrecipient name (which must match the 
name associated with its unique entity 
identifier) 


Subrecipient’s unique entity identifier 


Requirements imposed by the department 
on the subrecipient so that the Federal 
award is used following Federal statutes, 
regulations, and the terms and conditions of 
the award 


Any additional requirements that the 
department imposes on the subrecipient for 
the pass-through entity to meet responsibility 
to the Federal awarding agency 


Subaward period of performance start and 
end date 


Amount of Federal Funds obligated by this 
action, and total Federal fund obligated to 
the subrecipient by the department 


NININ IN ISN IN IX IKE XK I XYXKIS KIX 
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Effect: These required communications are intended to help the subrecipient meet all their 
reporting requirements, and to meet all award terms. Subrecipients subject to Single Audits will 
also need this information for their audit which will occur after much of the department’s post- 
award monitoring is complete. The department is also not in compliance with federal 
subrecipient monitoring requirements. 


Cause: The documents the department used to communicate with subrecipients did not contain 
all required items, and the department used the same documents for all subrecipients within a 
given program. 


Recommendation: We recommend the Montana Department of Commerce: 
A. Communicate all required award information to subrecipients subject to Single Audit. 


B. Develop controls to ensure that all award information is communicated to subrecipients 
as required for any new federal programs. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-008: | U.S. Department of the Treasury 
ALN # 21.019, Coronavirus Relief Fund 
Grant # SLT0077, SLT0006 


Criteria: Federal regulation, 2 CFR 200.331(d), requires pass through entities to monitor the 
activities of the subrecipient to ensure that the subaward is used for authorized purposes. This 
monitoring must include reviewing financial and performance reports and issuing a management 
decision for audit findings pertaining to the federal award provided to the subrecipient from the 
pass-through entity. This federal regulation was renumbered into 2 CFR 200.332 during the 
audit period. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. Effective internal 
controls should include establishing procedures to ensure eligibility determinations are 
performed in accordance with program requirements. 


Condition: The Department of Commerce (department) does not review subrecipient audit 
reports and issue management decisions for audits of subrecipients of the Tourism Safety Grant 
Program, funded by the Coronavirus Relief Fund, as required by federal regulations. 


Questioned Costs: None. 


Context: The Tourism Safety Grant Program provided money to the six tourism regions and 18 
convention visitor bureaus to help them distribute safety information through marketing campaigns. 
In total, $15 million in grants were awarded in fiscal years 2020 and 2021. The purpose of the 
program was to alert those traveling through Montana to COVID restrictions and to promote general 
safety during the pandemic. All 24 recipients of this funding were considered subrecipients. They 
are primarily nonprofits subject to Single Audit requirements. This program awarded over $750,000 
to two of the subrecipients. Additional subrecipients could also meet this threshold through other 
federal funding received in addition to Tourism Safety. 


Effect: If the department does not review audit reports and issue management decisions they 
will not be in compliance with federal regulations. The department also will not be aware of 
instances where the subrecipient did not use the funds as required by the program and not recover 
those funds from the subrecipient, as appropriate. 


Cause: Program staff indicated that they initially believed the monitoring they are performing was 
sufficient, but they do plan to review the Single Audit reports for subrecipients. 
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Recommendation: 
We recommend the Department of Commerce: 
A. Develop controls to perform the required subrecipient monitoring which includes reviewing 
the subrecipients’ Single Audit reports and issuing management decisions. 
B. Review the Single Audits of the Tourism Safety Grant program subrecipients, and issue 
management decisions. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-009: U.S. Department of the Treasury 
ALN # 21.019, Coronavirus Relief Fund 
Grant # SLT0077, SLT0006 


Criteria: Federal regulation, 2 CFR 200.331(b), (d), and (e), establishes requirements for 
subrecipient monitoring that includes assessing risk and developing a level of monitoring in line 
with the level of risk. This federal regulation was renumbered into 2 CFR 200.332 during the 
audit period. 


Condition: The Montana Department of Transportation (department) did not initially complete 
sufficient subrecipient monitoring as required by federal regulation to ensure allowability of 
expenditures under the Live Entertainment Grant program funded by the Coronavirus Relief 
Fund. When subrecipients are high-risk, federal regulations require more robust subrecipient 
monitoring by the department. 


Questioned Costs: We question $189,261 in costs charged to the program. During our audit 
period we identified $95,000 in questioned costs, while the department identified an additional 
$94,261 subsequent to the audit period. 


Context: The State of Montana received $1.25 billion in funds from the Coronavirus Relief 
Fund (CRF). In partnership with the Montana Governor’s Office of Budget and Program 
Planning, the department created the Live Entertainment Grant program from the state’s CRF 
allocation, totaling $10.3 million in July 2020. The program was designed to help Montana- 
based businesses and nonprofits whose income was primarily generated through the live 
entertainment events. The funding replaced the recipient’s lost revenue from the closure of live 
events during the pandemic. The department and the Governor’s Office determined these 
businesses and nonprofits were subrecipients. 


The department was responsible for awarding, managing, and monitoring the subgrants. The 
department performed risk assessments, beginning in September 2020, of the applicants for the 
Live Entertainment Grants. The risk assessment process was used to determine whether 
additional review was needed before a funding determination was made. The department also 
required a final report and a supporting financial statement be submitted by January 2021. 


Review of the department’s subrecipient monitoring identified the following: 
e The department’s risk assessment process resulted in further review being performed on 
29 applications, with a “no fund” determination made for 14 applicants. According to 


department personnel, subsequent discussion with the Governor’s Office resulted in six 
of these applicants receiving grants totaling $1,367,779. 
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e We reviewed the final report and supporting financial statement for six randomly selected 
grants out of the 76 grant recipients. This was not a statistically valid sample. At the 
time of our review in July 2021, the documentation provided for these recipients caused 
questioned costs. Two of the subrecipients have final reports which do not support the 
allowability of $95,000 in costs associated with the grant program. One subrecipient self- 
certified, with support of an excel spreadsheet, $36,000 was spent on allowable 
expenditures during the granted period. The second recipient did not have support in 
their final report and submitted a profit and loss statement for $59,000. The second 
subrecipient reported costs not mentioned in their application and did not provide or 
document support for why the change in use of the $59,000 was allowable under the 
program. 


e The department’s Audit Services also reviewed eight of 76 grantees in August 2021, 
including one of the six grants receiving a grant after a no fund recommendation. The 
reviews addressed approximately 18.5 percent of the awarded funds. We reviewed the 
results of the eight reviews completed by the department, which included $94,261 in 
costs considered to be unallowable, which was about five percent of total expenditures 
reviewed. 


In October 2021, the department indicated they plan to perform reviews over 18 additional 
subrecipients with completion occurring between October and the end of December 2021. 


Effect: Untimely subrecipient monitoring may result in a lack of identified questioned costs or 
collection of those questioned costs from for-profit businesses which may continue to feel the 
economic pressures of the pandemic. 


Cause: Department staff initially determined the final report was sufficient to consider the costs 
allowable if the report tied back to the initial grant application. Additionally, due to internal 
discussions a delay in increasing the detailed review of subrecipients occurred. 


Recommendation: We recommend the Montana Department of Transportation continue to 
complete additional Live Entertainment Grants reviews to ensure subrecipients complied with 
federal program requirements. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-010: U.S. Department of Treasury 
ALN #21.019, Coronavirus Relief Fund 
Grant # SLT0077, SLT0006 


Criteria: Federal regulation, 2 CFR 200.303, requires the non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Federal regulation, 2 CFR 200.331(1)(a), requires the pass-through entities to communicate 
specific required information to subrecipients. This federal regulation was renumbered into 
2 CFR 200.332 during the audit period. 


Condition: The Montana Department of Administration’s (department) internal controls did not 
ensure subrecipients of the Coronavirus Relief Fund (CRF) programs administered by the 
department were provided all of the required information to identify their subaward, and several 
required items were not communicated to subrecipients. 


Questioned Costs: None. 


Context: The department administered two programs using CRF funding, one that provided 
reimbursement-based funding to local governments and one that provided reimbursement-based 
and advance funding to school districts. The department expended approximately 

$193.98 million through the local government program and $81.77 million through the school 
district program in fiscal years 2020 and 2021, issuing payments to 124 local governments and 
421 school districts. Based on our review, the federal award identification number (FAIN), 
federal award date, and name of federal awarding agency were not provided to these 
subrecipients. 


Effect: The department is not in compliance with subrecipient monitoring requirements. 
Additionally, subrecipients of the department’s CRF programs were not provided all of the 
required information to identify their subawards and may not have all of the information 
necessary to comply with the terms of the award and to meet all of their federal compliance 
requirements, resulting in unintended noncompliance. Subrecipients subject to Single Audits 
will also need this information for their audit which will occur after much of the department’s 
post-award monitoring is completed. 


Cause: The focus of administering the programs was to provide funding to local governments 
and school districts to mitigate the impacts of the COVID-19 public health emergency. Due to 
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this and the department’s speed to implement the programs, a few of the upfront communication 
requirements were overlooked. 


Recommendation: We recommend the Montana Department of Administration: 
A. Communicate all required award information to subrecipients, as required by federal 
regulations for any new federal programs. 


B. Develop controls to ensure that all award information is communicated to subrecipients 
as required for any new federal programs. 


Views of Responsible Officials: The department concurs with this recommendation. For 


additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-011: U.S. Department of Treasury 
ALN # 21.019, Coronavirus Relief Fund 
Grant # SLT0077, SLT0006 


Criteria: Federal regulation, 2 CFR 200.331(1)(a), requires pass-through entities to 
communicate specific required information to subrecipients. This federal regulation was 
renumbered into 2 CFR 200.332 during the audit period. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Internal controls did not ensure the Department of Public Health and Human 
Services (department) provided subrecipients of the Coronavirus Relief Fund (CRF) programs 
administered by the department with all of the required information to identify their subaward. 


Questioned Costs: None. 


Context: During the audit, we reviewed eight of the department’s CRF programs. Of the eight, 
four of the programs made grants to subrecipients. These four programs made subgrants totaling 
approximately $132 million in fiscal years 2020 and 2021, to approximately 2,400 subrecipients. 
These subrecipients consisted of local and tribal health departments, social services nonprofit 
organizations, behavioral health providers, school districts, and licensed childcare programs. 
Based on our review, multiple required disclosures were missing including the subrecipient’s 
unique entity identifier, federal award identification number, total amount of federal funds 
committed to the subrecipient, and the name of the federal awarding agency. 


Effect: The department has not complied with federal regulations regarding required 
subrecipient disclosures. Additionally, failure to provide subrecipients with the required federal 
award information increases risk of subrecipient noncompliance with federal requirements. 


Cause: Per the department, internal controls were not centralized when the funding was awarded 
to the department resulting in missing disclosures. Due to this and the speed which the 
department was expected to implement multiple programs, some of the upfront communication 
with subrecipients was missed. 


Recommendation: We recommend the Department of Public Health and Human Services: 


A. Establish and document internal controls to ensure required subrecipient disclosures are 
included for new federal program subrecipient agreements. 
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B. Ensure the required subrecipient disclosures are included correctly in new federal 
program subrecipient monitoring agreements. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-012: U.S. Department of Treasury 
ALN # 21.019, Coronavirus Relief Fund 
Grant # SLT0077, SLT0006 


Criteria: Per the Coronavirus Aid, Relief, and Economic Security (CARES) Act, Title VI, Sec 
601(d)(1) funds are allowable if they "are necessary expenditures incurred due to the public 
health emergency with respect to the Coronavirus Disease 2019 (COVID-19)". 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) made two 
duplicate payments to facilities as part of its Quarantine Isolation benefits program using 
Coronavirus Relief Funds. Duplicate payments are unnecessary expenditures under the 
Coronavirus Relief Fund (CRF) program. 


Questioned Costs: We question costs in the amount of $35,820. 


Context: The Quarantine Isolation program was one of 17 CRF programs the department 
administered. This program provided funds to facilities for any isolated or quarantined patients 
for days where the patient was actively positive or presumptively positive for Coronavirus. 
Providers included nursing homes, assisted living homes, and group homes. 


We reviewed a total of 48 payments to 13 different facilities, of 155 total facilities, during fiscal 
years 2020 and 2021. As part of this work, we identified two duplicate payments to facilities, one 
for $28,410 and one for $7,410. This was not a statistically valid sample. 


Effect: The department is not in compliance with federal regulations as the duplicate payments 
were not an allowable use of the federal funds. 


Cause: Internal controls did not prevent these payments being issued. Department staff 
acknowledged the payments were made and stated they were identified during a reconciliation 
process. Per department personnel, the department was expected to implement multiple 
programs quickly and as a result, items were overlooked. The department is currently working 
with the entities to recover the overpayments. 
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Recommendation: We recommend the Department of Public Health and Human Services 


enhance internal controls to ensure duplicate payments are not made to recipients of federal 
funds. 


Views of Responsible Officials: The department concurs with this recommendation. For 


additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-013: | U.S. Department of the Treasury 
ALN # 21.023, Emergency Rental Assistance Program 
Grant # ERA-2101123145 


Criteria: The Consolidated Appropriation Act, 2021, Section 501 establishes the Emergency 
Rental Assistance program and indicates who is eligible including income thresholds, that the 
recipient must be facing housing instability, and they must have been impacted by the COVID- 
19 pandemic. 


Condition: The Department of Commerce’s (department) internal control procedures identified 
potentially fraudulent applications paid from the Emergency Rental Assistance program funds. 


Questioned Costs: For fiscal year 2021, the department identified that $33,700 was incorrectly 
paid to these applicants, which we consider questioned costs. Similar situations occurred in fiscal 
year 2022, and as of December 2021, the department identified $62,000 that we have reported as 
questioned costs. We anticipate additional questioned costs may be identified through the 
department’s review processes as the department has seen a coordinated effort to submit potentially 
fraudulent applications. 


Context: While reviewing applications for this program, the department identified potentially 
fraudulent applications where applicants submitted incorrect information or, in some cases, did not 
live at the address they were requesting assistance for. The department determined these applicants 
were eligible based on the federally-established eligibility criteria for the emergency rental assistance 
program. Subsequent new information received by the department showed that the initial information 
submitted by these applicants was incorrect or false, and the department determined these applicants 
were not actually eligible to receive the funds that had been disbursed to them. The department is 
working with appropriate authorities to address the potentially fraudulent nature of the applications 
and could recover some of the payments made to ineligible parties. The United States Department of 
the Treasury does not require states to report these instances until they reach $100,000. 


After identifying the initial situations described, the department implemented supplementary 
controls, including some targeted reviews, to detect future situations before the applicant receives 
funding through the program 


Effect: This resulted in the department paying applicants who did not meet the eligibility 
requirements for the program, resulting in questioned costs. 


Cause: The department received a high volume of applicants that had to be processed quickly, and 


did not initially identify these situations, but after identifying the first couple situations, the 
department implemented additional controls to identify these situations in the future. 
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Recommendation: We recommend the Department of Commerce continue to perform processes 
and reviews to identify ineligible applicants for the Emergency Rental Assistance Program. 


Views of Responsible Officials: The department concurs with this recommendation. For 


additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-014: U.S. Department of Homeland Security 
ALN # 97.036, Disaster Grants — Public Assistance (Presidentially 
Declared Disasters) 
Grant # 4508DRMTP00000001 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Federal regulation, 2 CFR 170, Appendix A requires a Federal Financial Assistance 
Transparency Act (FFATA) report for each subaward no later than the end of the month 
following the month in which an obligation was made. 


Condition: The Department of Military Affairs (department) did not have controls in place to 
ensure timely and accurate FFATA reporting over the federally declared disaster related to the 
Coronavirus public health emergency. While we noted no errors in the information contained in 
the reports submitted, the department sub-granted funds to six entities during the months of 
September 2020 through December 2020 which were not reported until February 2021. This is 
between one and four months later than required by federal regulations. 


Questioned Costs: None. 


Context: During the audit period, the department submitted three FFATA reports. The initial 
report in February 2021 included all subawards made from the onset of the disaster including the 
six entities receiving subgrants during the months of September 2020 through December 2020. 
The reports submitted in April 2021 and May 2021 included the subawards required to be 
reported for those time periods. While no controls are documented to review the reports for 
accuracy, we noted no errors in the data reported on any of the reports. In total, $35.5 million 
was spent during fiscal year 2020 and 2021, of which $6.5 million was not reported timely. 
Reports should have been filed for the months of October 2020, November 2020, 

December 2020, and January 2021. Activity that should have been included on these reports 
were included on the February 2021 report. 


Repeat Finding: No. 
Effect: A lack of documented internal controls led to the late submission of required FFATA 
reports and noncompliance with federal regulations. Additionally, a lack of documented internal 


controls could result in the omission of subawards on the report or the reporting of inaccurate 
amounts. 
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Cause: While the department established some controls over the preparation of the report, they 
did not include documentation of any procedures for review to ensure timeliness and accuracy. 
Additionally, due to the personnel resources needed to respond to the pandemic, the department 
did not have the staff necessary to complete timely FFATA reports. 


Recommendation: We recommend the Department of Military Affairs: 
A. Document and implement internal controls to ensure the timely and accurate submission 
of FFATA reports. 
B. Submit FFATA reports in accordance with federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-015: U.S. Department of Homeland Security 
ALN # 97.042, Emergency Management Performance Grants (EMPG) 
Grant # EMD — 2017-EP-00003 (FY 19) 
EMD — 2018-EP-00005 (FY 19, FY20) 
EMD — 2019-EP-00005 (FY20) 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Federal regulations, 2 CFR 200.53 and 2 CFR 200.403, further state that improper payments 
include any payments where insufficient or lack of documentation prevents a reviewer from 

discerning whether a payment was proper and in order for costs to be allowable they must be 
adequately documented, respectively. 


Condition: The Department of Military Affairs (department) does not have adequate internal 
controls in place to ensure adequate support is provided prior to retmbursement for grant 
expenditures incurred by local governments. While the department has put in place procedures 
for the reimbursement process for the grant, the procedures did not properly detail the type of 
documentation needed from subrecipients in order to approve the reimbursement. 


Questioned Costs: In our follow-up on finding 2019-028 from the prior Single Audit, we 
identified actual questioned costs of $38,443 and $89,511in fiscal years 2019 and 2020, 
respectively. 


Context: In total for fiscal year 2019 and 2020, $3.7 million was reimbursed to subrecipients for 
EMPG grants. We completed a statistically valid sample of grants administered by the 
department’s Disaster & Emergency Services (DES) Division. In this sample, there was a total 
population of 376 EMPG items, and we selected a sample of 17 EMPG payments. Our sample 
identified 15 instances where the supporting documentation was not adequate to demonstrate the 
costs were allowable per the grant. 


Repeat Finding: This is a repeat finding, initially reported as 2017-011 in the Single Audit 
report for the two fiscal years ended June 30, 2017. It was reported as finding 2019-028 in the 
Single Audit report for the two fiscal years ended June 30, 2019. 


Effect: Because the department does not have adequate internal controls in place over the DES 


grant reimbursement process, they have reimbursed subgrantees for unallowable costs. We 
identified questioned costs, as noted above. 
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Cause: This issue is on-going from the department prior audit report. The department had 
planned to make headway with implementing controls to better oversee reimbursements related 
to the DES grant program. However, due to the fact that the department’s prior audit report was 
not issued until October of 2019, they were not able to implement internal controls prior to the 
next funding cycle for the grant. The department provided state guidance documents to 
subrecipients that were updated in January of 2020 and implemented for the fiscal year 2020- 
2021 grant cycle. 


Recommendation: We recommend the Department of Military Affairs continue to enhance 
internal control procedures and provide training to ensure proper documentation is obtained prior 
to the reimbursement of expenses under the Emergency Management Performance Grants 
program. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-016: U.S. Department of Homeland Security 
ALN # 97.050, Presidentially Declared Disaster Assistance to Individuals 
and Households — Other Needs 
Grant # 4508DRMTSPLW 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Labor and Industry’s (department) internal controls did not 
ensure information reported to the federal government was complete and accurate in relation to 
its Lost Wages Assistance grant. 


Questioned Costs: None. 


Context: To help provide additional unemployment benefits during the COVID-19 public health 
emergency, the department applied for, and received, a federal Other Needs Assistance — 
Supplemental Payments for Lost Wages (Lost Wages Assistance) grant award, funded by 

ALN 97.050. In addition to an Unemployment Insurance claimant’s calculated benefit, the grant 
provided eligible claimants an extra $400 per week. The Federal Emergency Management 
Agency (FEMA) Lost Wages Assistance program was active for six benefit weeks. 


During the grant award period, the department was required to submit quarterly financial reports 
and weekly programmatic reports to the federal government. To ensure the accuracy of the 
quarterly financial reports, the information was reviewed by a person other than the preparer of 
the report before the report’s submission. However, in our review, two of the four financial 
reports submitted to the federal government for this grant did not have evidence of a review 
being completed prior to submission. 


In addition, while obtaining an understanding of the department’s procedures for completing the 
weekly programmatic reports, we were unable to identify a departmental control over the 
accuracy of the information submitted to the federal government. 


Effect: While we did not identify any errors in the information reported to the federal 
government, without documentation, or implementation, of internal controls, the department is at 
increased risk of reporting incorrect information to the federal government and is not in 
compliance with federal regulations. 
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Cause: Department personnel stated all quarterly financial reports were reviewed and approved, 
but verbal approval was given for the two we identified as not having documented evidence of 
review. Additionally, when we inquired specifically about the department’s control over the 
weekly programmatic reports, department personnel stated the risk of error was deemed low for 
these reports as they did not require complex calculations or a compilation of data from multiple 
sources. As a result, the department did not have someone review the reported information prior 
to submitting it to the federal government. 


Recommendation: We recommend the Department of Labor and Industry develop, implement, 
and document internal controls over reporting requirements for new federal funding sources to 
ensure compliance with federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-017: U.S. Department of Labor 
ALN # 17.225, Unemployment Insurance 
Grant # UI-35659-21-55-A-30 (2021 Base Grant) 
UI-34069-19-55-A-30 (2020 Base Grant) 
UI-34726-20-55-A-30 (2020 COVID funding) 


Criteria: Federal regulation, 20 CFR 602.30(a), indicates the U.S. Department of Labor 
(USDOL) shall establish required methods and procedures and provide technical assistance as 
needed on the QC process. This regulation outlines the U.S. Department of Labor will establish 
guidelines for states to follow regarding quality control reviews. 


Federal regulation, 20 CFR 602.21(a) — Standard methods and procedures, requires each state to 
perform the requirements of this section in accordance with instructions issued by the U.S 
Department of Labor, pursuant to §602.30(a) of this part, to ensure standardization of methods 
and procedures in a manner consistent with this part. This regulation instructs the Department of 
Labor and Industry (department) to follow the Benefit Accuracy Measurement (BAM) State 
Operation Handbook. 


Benefit Accuracy Measurement State Operations Handbook (ET Handbook No. 395, 5" Edition) 
Chapter II Section 3, states “each SWA must develop written procedures to guide the operation 
of the BAM program. The procedures must cover all investigative and administrative functions 
of the BAM unit. The procedures should be adapted to the particular circumstances of the state, 
but must adhere to the guidelines contained in this Handbook so as to provide for proper 
administration of the BAM program.” 


Montana Benefit Accuracy Measurement Quality Control Program Policy and Procedures 
Manual, Section IX(A), states “The BAM Supervisor is responsible for the cases completed in 
the BAM unit, whether she reviews each of them or not. USDOL has recommended that the 
BAM Supervisor review as many completed cases as possible. At a minimum, the Montana 
BAM Supervisor will review all improper cases.” 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The department did not follow its documented internal control regarding BAM 
audits resulting in noncompliance with federal regulations. 


Questioned Costs: None. 
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Context: We tested a sample of 41 BAM reviews out the approximately 1,400 completed by the 
department’s BAM unit in fiscal years 2020 and 2021. The sample included both paid and 
denied claims. The sample was not statistically valid. Per the department’s BAM policies, the 
BAM supervisor must review all cases where improper payments to claimants are identified by 
BAM staff. In our review, we found BAM staff determined improper payments were made to 
claimants for seven of the 19 paid claims in our sample. However, six of the seven improper 
payments were not reviewed by the BAM supervisor as required by department policy. 


Effect: Because internal controls failed to ensure required supervisory reviews occurred, the 
department was not in compliance with the department’s BAM policies and procedures, and 
thus, not in compliance with federal regulations. If policies and procedures over the BAM 
process are not followed, the department is at increased risk of additional errors occurring within 
the Unemployment Insurance program. 


Cause: Department staff stated the required reviews did not occur due to significant staff 
turnover and restructuring within the BAM unit in addition to the significant demands placed on 
the department resulting from the COVID-19 public health emergency. 


Recommendation: We recommend the Department of Labor and Industry: 


A. Follow its documented internal control policies and procedures governing benefit 
accuracy measurement reviews completed by the department, and 

B. Complete the required supervisory reviews of benefit accuracy measurement audits that 
identify improperly paid unemployment insurance benefits, as required by federal 
regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-018: U.S. Department of Labor 
ALN # 17.225, Unemployment Insurance 
Grant # UI-34726-20-55-A-30 (2020 COVID funding) 


Criteria: Federal regulation, 20 CFR 625.6(a), states “In all States, except as provided in 
paragraphs (c) and (d) of this section, the amount of DUA payable to an unemployed worker or 
unemployed self-employed individual for a week of total unemployment shall be the weekly 
amount of compensation the individual would have been paid as regular compensation, as 
computed under the provisions of the applicable State law for a week of total unemployment. In 
no event shall such amount be in excess of the maximum amount of regular compensation 
authorized under the applicable State law for that week.” 


Federal regulation, 20 CFR 625.6(b), states “If the weekly amount computed under paragraph (a) 
of this section is less than 50 percent of the average weekly payment of regular compensation in 
the State, as provided quarterly by the Department, or, if the individual has insufficient wages 
from employment or insufficient or no net income from self-employment (which includes 
individuals falling within paragraphs (a)(3) and (b)(3) of § 625.5) in the applicable base period to 
compute a weekly amount under paragraph (a) of this section, the individual shall be determined 
entitled to a weekly amount equal to 50 percent of the average weekly payment of regular 
compensation in the State.” 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Labor and Industry’s (department) internal controls did not detect 
and correct errors in benefit amounts for unemployment insurance claimants receiving Pandemic 
Unemployment Assistance (PUA) benefits. 


Questioned Costs: We identified $4,066 in known question costs, and project likely questioned 
costs of more than $25,000. 


Context: In a statistical sample of 60 PUA claimants, we found four claimants who received 
incorrect benefit amounts, as described below. This was a statistically valid sample. 


e For one claimant, department staff entered the claimant’s yearly wages divided equally 


between all four quarters instead of recording the wages that were actually earned each 
quarter. This resulted in the claimant receiving $1,088 less than entitled. 
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e For one claimant, the department again entered the claimant’s yearly wages divided 
equally between all four quarters, instead of recording the wages actually earned each 
quarter. While we determined the underpayment could be as much as $3,042, when we 
brought this error to the department’s attention, it was determined further investigation 
was necessary due to potential fraud. 


e One claimant had two Schedule Cs filed with their taxes, one showing a profit and one 
showing a loss. To determine the claimant’s base period wages, the department should 
have netted the two schedules together. However, the department only entered the 
information reflecting the profit resulting in an overpayment of $448. 


e For one claimant, the department accepted a 1099-MISC tax form as proof of income. 
However, the 1099-MISC tax forms report gross income, but regulations require net 
income to be used in benefit calculations. This resulted in an overpayment of $3,618. 


Effect: The department is not in compliance with federal requirements related to the PUA 
program with the Unemployment Insurance program for fiscal years 2020 and 2021. We 
brought the discrepancies we found to the department’s attention. Claimants entitled to 
additional benefits have been paid what they were owed, and the department waived the 
overpayments of the claimants, as allowed by federal regulations, who received more than they 
were entitled to. 


Cause: Per department personnel, these were human errors on the part of the department. All 
four instances were due to department staff entering incorrect base period wages into the PUA 
system. 


Recommendation: We recommend the Department of Labor and Industry: 
A. Enhance internal controls to ensure wage information is correctly used to calculate 
unemployment insurance benefits, and 


B. Calculate Unemployment Insurance benefits correctly in accordance with federal 
regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-019: U.S. Department of Labor 
ALN # 17.225, Unemployment Insurance 
Grant # UI-35659-21-55-A-30 (2021 Base Grant) 
UI-34069-19-55-A-30 (2020 Base Grant) 
UI-34726-20-55-A-30 (2020 COVID funding) 


Criteria: Federal regulation, 26 USC 3304(a)(4)(D), states “all money withdrawn from the 
unemployment fund of the State shall be used solely in the payment of unemployment 
compensation, exclusive of expenses of administration, and for refunds of sums erroneously paid 
into such fund and refunds paid in accordance with the provisions of section 3305(b); except 
that...amounts shall be deducted from unemployment benefits and used to repay overpayments 
as provided in section 303(g) of the Social Security Act.” 


Federal regulation, 42 USC 503(a)(11)(A), states “At the time the State agency determines an 
erroneous payment from its unemployment fund was made to an individual due to fraud 
committed by such individual, the assessment of a penalty on the individual in an amount of not 
less than 15 percent of the amount of the erroneous payment.” 


Section 39-51-3201(1)(a)(4i), Montana Code Annotated (MCA), states “A person who makes a 
false statement or representation knowing it to be false or who knowingly fails to disclose a 
material fact in order to obtain or increase any benefit or other payment under this chapter or 
under an employment security law of any other state or territory or the federal government, either 
for the individual or for any other person, is...required to repay to the department, pursuant to 
the provisions of §39-51-3206, a sum equal to the amount wrongfully received by the individual, 
plus a department-assessed penalty equal to 50% of the fraudulently obtained benefits. The 
department-assessed penalty incorporates the 15% penalty required under 42 U.S.C. 503(a).” 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Labor and Industry (department) did not implement adequate 
internal controls to ensure compliance with federal regulations and state laws governing 
pandemic-related unemployment insurance overpayment recovery and did not comply with those 


laws and regulations. 


Questioned Costs: None. 
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Context: We completed a sample of 60 of approximately 25,600 department-identified 
overpayments and found ten claimants who continued to receive unemployment benefits after 
their overpayment was established. This was not a statistically valid sample. For six claimants, 
the department took measures to recover the associated overpayment by reducing the benefit 
amount the claimants were still recetving. However, the department did not offset the continuing 
benefits for four claimants to reduce their established overpayment. 


Based on our review, the four claimants without benefit offsets had been placed in the wrong 
Unemployment Insurance program at the beginning of their claims which resulted in the 
overpayments, as described below. 


e Three claimants were incorrectly established in the Pandemic Unemployment Assistance 
(PUA) program when they were eligible for regular Unemployment Insurance. When the 
department discovered this, they created an overpayment in the PUA program for the 
PUA benefits received to date and established the claims in the regular Unemployment 
Insurance program. The claimants then received a payment for the amount they would 
have received under the regular Unemployment Insurance program had they been 
established correctly, in addition to the amounts already received in the PUA program, 
essentially doubling the claimants’ benefits. The PUA overpayments were not paid back 
by the claimants using the regular UI benefits received after the overpayments were 
established and they were not offset against the regular Unemployment Insurance 
benefits the claimants continued to receive. 


e One claimant was incorrectly established in the regular Unemployment Insurance 
program when the claimant qualified for the PUA program. An overpayment was 
established in the regular Unemployment Insurance program and a claim established in 
the PUA program. The claimant received a PUA program payment for the time they 
were on regular Unemployment Insurance and should have been on PUA, resulting in 
excess benefits being paid. In this instance, the claimant did repay a significant portion 
of the regular Unemployment Insurance overpayment though not through a departmental 
offset. 


Additionally, in our review, we discovered the department did not assess the required penalty on 
PUA overpayments related to fraud. 


Effect: Since internal controls were insufficient to ensure overpayments were offset by 
continuing Unemployment Insurance benefit payments, were unable to identify overpayments 
that resulted from fraudulent activity in the PUA program, and were unable to ensure penalties 
were assessed, the Department of Labor and Industry is not in compliance with federal 
regulations governing Unemployment Insurance overpayments. 


Cause: Department personnel stated because the department was utilizing two different benefits 
systems, one for regular Unemployment Insurance and one for PUA, it was not possible to offset 
some PUA claims. Programming did occur in the fall of 2020 to allow the offset of an 
overpayment if a claimant went from the PUA program to the regular Unemployment Insurance 
program. However, overpayment offsets were not always established by the department. 
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Additionally, related to assessing required penalties, department personnel stated they were 
working with the PUA system vendor prior to the end of the PUA program to improve system 
capabilities to be able to identify, and assess penalties on, overpayments due to fraud. This was 
not accomplished prior to fiscal year-end 2021, resulting the department’s inability to assess the 
required penalties for fraud related PUA overpayments during the audit period. 


Recommendation: We recommend the Department of Labor and Industry: 
A. Develop and implement internal controls to ensure necessary information system 
modifications are made to properly administer new federal programs, and 
B. Recover unemployment benefit overpayments, including any associated penalties, as 
required by federal and state law. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-020: U.S. Department of Labor 
ALN # 17.225, Unemployment Insurance 
Grant # UI-34726-20-55-A-30 (2020 COVID funding) 


Criteria: Montana Operations Manual (MOM) State Information Technology Services Division 
(SITSD) Security Policy — Appendix A outlines baseline security controls for every state agency 
to implement for information technology systems they manage. Included among the baseline 
controls are requirements for the development and documentation of a security plan; 
documentation of access control policies and procedures, including periodic review of user 
access; and documentation of a formal change management system. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Labor and Industry (department) relied on the Pandemic 
Unemployment Assistance (PUA) information system to determine claimant eligibility and 
calculate benefit payments. However, we determined the department relied on the PUA system 
without having adequate internal controls in place to do so. 


Questioned Costs: None. 


Context: The department utilizes one system to collect employer contributions and another to 
process claims and provide benefits to eligible claimants. However, the department’s regular 
unemployment benefit system, MISTICS, was not equipped to process new requirements, such 
as acceptance of self-employment information, imposed by the PUA benefit program. As a 
result, the department contracted with a vendor to utilize software explicitly designed to 
administer the PUA program. 


The department did not obtain a Service Organization Controls (SOC) report specifically for the 
PUA system and while the department does have a system security plan (SSP) for the PUA 
system, it does not document all the information required by state policy. The vendor did provide 
the department with a SOC report, but it was for a different service offered by the vendor and 
provided no assurance over the PUA system. 


In addition to not having sufficient documentation of security controls in general, we also 
identified two important system controls not adequately addressed by the department: user access 
and change management controls. The process for requesting, terminating, and reviewing user 
access to the system should be clearly documented. However, while the department does have 
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procedures for requesting and terminating access for department employees, those procedures are 
not officially documented. The department also does not perform any periodic reviews of current 
user access and does not manage the access of employees outside of the department. 


The second system control not addressed by the department pertains to change management. 
Although the department could not make changes to the application, they were responsible for 
knowing what changes the vendor made and why. Even though the department held weekly 
meetings with the vendor to discuss software changes and had access to an environment to test 
new features before implementation, the department still relied on the vendor to provide a 
complete log of changes made. Without testing the system, the department had no assurance that 
changes were made as described or that other, unexpected changes were not made. 


Effect: These internal control issues have a cumulative effect on software processing integrity 
and we were unable to determine if all eligibility and benefit determinations were complete, 
valid, accurate, timely and authorized. This resulted in a significant deficiency in internal 
controls and noncompliance with federal regulations and state policies. 


Cause: The department put great effort into making the PUA program operational in a very short 
time frame with many competing priorities of high importance. The department’s focus on 
operational success resulted in some general system controls being overlooked or not officially 
documented. Additionally, department management considered the SOC report received 
adequate even though it did not address the core responsibilities of the department or the vendor 
related to the PUA system. 


Recommendation: We recommend the Department of Labor and Industry enhance internal 
controls by obtaining an application-level Service Organization Controls (SOC) report, or 
implement and formally document baseline security controls for all new Unemployment 
Insurance program-related information technology systems, as required by state policy and 
federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Schedule of Findings and Questioned Costs 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-021: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 

ALN # 93.264, 93.342, 93.364, 93.925, Student Financial Assistance 
Programs Cluster 

Grant # Not Applicable 


Criteria: Federal regulation, 16 CFR 314.4(b) (version effective for fiscal years 2020 and 2021), 
requires Montana’s universities to “Identify reasonably foreseeable internal and external risks to 
the security, confidentiality, and integrity of customer information that could result in the 
unauthorized disclosure, misuse, alteration, destruction or other compromise of such information, 
and assess the sufficiency of any safeguards in place to control these risks. At a minimum, such a 
risk assessment should include consideration of risks in each relevant area of your operations, 
including: 


(1) Employee training and management; 


(2) Information systems, including network and software design, as well as information 
processing, storage, transmission and disposal; and 


(3) Detecting, preventing and responding to attacks, intrusions, or other systems failures.” 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the federal award in compliance with federal 
statutes, regulations, and the terms and conditions of the federal award. 


Section 20-32-101, Montana Code Annotated (MCA), establishes an educational 
telecommunications network for instructional and educational coursework of students from 
kindergarten through higher education as well as any supporting information to teachers. 


Section 20-25-301, MCA, outlines the powers and duties of the Board of Regents (board), 
including that the board shall ensure an adequate level of security for data within the university 
system by addressing state law information security requirements. These requirements are further 
defined in §2-15-114, MCA, and direct agencies to develop and maintain policies and procedures 
to ensure information security, ensure an individual is responsible for a security program and 
safeguards, and conduct internal evaluations of the security program for improvements. 
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Board policy is meant to clarify how this statute is carried out and states that “Where 
appropriate, campuses should follow the National Institute of Standards and Technology (NIST) 
Framework for policy guidance.” 


Condition: The current board security policy has not been reviewed since 2014. The Office of 
the Commissioner of Higher Education (OCHE) has delegated to the major campuses the 
authority to administer their own information network. As a result, campuses have the individual 
responsibility to assess their IT environments and security programs for various risks from 
external threats, weak controls, and compliance with state and federal requirements. As 
described in Findings 2021-022 and 2021-023, during fieldwork we identified that risk 
management processes within IT were not consistent or comprehensive at the universities. This 
has contributed to the universities’ non-compliance with federal regulations requiring an 
information security risk assessment process. 


Questioned Costs: None. 


Context: The universities gather and store various types of sensitive information electronically 
related to students’ education and personal information, employees’ personal information, credit 
and bank account information, intellectual property, and personal health information. Personally 
identifiable information (PII) can include student names, mothers’ maiden names, social security 
numbers, identification numbers, or parent/guardian information. As the entity directed to ensure 
security, the board and OCHE are responsible for governance and policies that guide the 
frameworks in place for the university system. This governing policy should create consistency 
and be explicit about the high-level procedures to maintain a security program. Each university 
can determine more specific policies around controls and how they are managed as they also 
need to consider business differences. 


Effect: The universities are not in compliance with federal regulations as described in Findings 
2021-022 and 2021-023. 


Cause: One FTE at OCHE is tasked with operational, management, and oversight 
responsibilities, leaving little time for establishing governance or coordinating security across an 
entire university system. OCHE staffing does not include dedicated security responsibilities. 
According to board security policy, security responsibilities are expected to be established at 
each university. Currently, these staff dedicated to security are at each flagship campus. The 
smaller campuses do not have IT security staff. While OCHE intended to give the universities 
leeway in deciding on what exact framework would work best, the language chosen has caused 
the universities to not formally adopt any framework to guide their security programs. The lack 
of framework has contributed to the current state of security programs and has slowed progress 
in development. The lack of this governance structure has contributed to the struggles in 
maturing security programs at each university and could make sharing IT services related to 
security more complicated. If each university addresses a problem differently, they lose the 
ability to share knowledge and services for efficiency. 
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Recommendation: We recommend that the Board of Regents establish system-wide IT 
governance that ensures: 

A. OCHE has an active role in improving security posture of the university system, 

B. Security policy addresses the requirements of data security statute and other relevant federal 
requirements, 


C. There is clear allocation of security responsibility, authority, and accountability, and 


D. Communication and reporting mechanisms are formalized between various entities that 
oversee or make decisions within the university system. 


We further recommend that Board of Regents and the universities review and enforce university 
system security policy that includes: 

E. Clear direction within policy to manage a security program and mandate a consistent security 
framework, going above and beyond maintaining security policies. 


F. Requirements for Board of Regents security policy to be reviewed continuously. 


Views of Responsible Officials: OCHE concurs with these recommendations. For additional 
information regarding OCHE’s planned corrective action see Corrective Action Plan starting on 
page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-022: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 

ALN # 93.264, 93.364, 93.925, Student Financial Assistance Programs 
Cluster 

Grant # Not Applicable 


Criteria: Federal regulation, 16 CFR 314.4(b) (version effective for fiscal years 2020 and 2021), 
requires Montana State University (university) to “Identify reasonably foreseeable internal and 
external risks to the security, confidentiality, and integrity of customer information that could 
result in the unauthorized disclosure, misuse, alteration, destruction or other compromise of such 
information, and assess the sufficiency of any safeguards in place to control these risks. At a 
minimum, such a risk assessment should include consideration of risks in each relevant area of 
your operations, including: 


(1) Employee training and management; 


(2) Information systems, including network and software design, as well as information 
processing, storage, transmission and disposal; and 


(3) Detecting, preventing and responding to attacks, intrusions, or other systems failures.” 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the federal award in compliance with federal 
statutes, regulations, and the terms and conditions of the federal award. 


Condition: As indicated in finding 2021-021, the Office of the Commissioner of Higher 
Education (OCHE) has delegated to the major campuses the authority to administer their own 
information network. As a result, campuses have the individual responsibility to assess their IT 
environments and security programs for various risks from external threats, weak controls, and 
compliance with state and federal requirements. We identified that risk management processes 
within information technology (IT), including those required by federal regulations governing 
the Student Financial Assistance Cluster related to information security and risk assessment, 
were not consistent or comprehensive at the university. 


We determined that the Bozeman campus has individuals coordinating the information security 
program. However, it’s unclear how affiliate campuses at Billings, Great Falls and Havre should 
be included in this work because the boundary of the security programs that each university 
manages is not clearly defined. After reviewing IT risk assessment procedures, we determined 
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that the Bozeman campus has not performed an IT risk assessment that addresses the three areas 
required by federal regulations. There is no IT formal risk management program, including 
documented safeguards, that supports the improvements and drives initiatives for a 
comprehensive security program that meets the intentions of the requirements. 


Industry standards provide many tools and guidance on assessing security programs. For our 
work, we chose an assessment tool that was developed for higher education. The tool assesses 
high-level, common security practices. The university scored low in risk management. We also 
contracted with an outside consultant with experience in security testing and phishing campaigns 
to review security vulnerabilities and security awareness at the university. Our contractor’s work 
identified vulnerabilities where the control structure does not completely mitigate a specific risk. 
From testing, the university had two high concerns and five moderate concerns found in testing. 
The university’s security program is at a lower maturity level. 


Questioned Costs: None. 


Context: The university is comprised of four separate campuses with a combined total 
enrollment of 20,261 and 19,422 students during fiscal years 2020 and 2021, respectively. 


The table below summarizes the number of students receiving assistance through Title [V-A 
programs by campus; the table contains duplicate counts because individual students may qualify 
for multiple types of assistance. No students received new Perkins loans during this period; 
students with loan balances from prior periods are not included in the table. 


Academic Year 2019-20 Academic Year 2020-21 
cas Great eae Great 

Program Billings | Bozeman Falls Havre | Billings | Bozeman Falls Havre 
Federal Supplemental 
Educational Opportunity 421 848 87 86 376 1,114 83 116 
Grants 
Federal Work-Study 102 183 19 62 60 158 8 29 
Program 
Pell Grants 1,428 3,259 616 472 1,419 2,918 522 404 
Direct Loans 1,905 11,122 944 826 3,025 9,820 871 690 

Total 3,856 15,412 1,666 | 1,446 4,880 14,010 1,484 | 1,239 


The university gathers and stores various types of sensitive information electronically related to 
students’ education and personal information, employees’ personal information, credit and bank 
account information, intellectual property, and personal health information. Personally identifiable 


information (PIT) can include student names, mothers’ maiden names, social security numbers, 


identification numbers, or parent/guardian information. 


Effect: The university is not in compliance with federal regulations. Possible outcomes could be 
data breaches or ransomware attacks that impact university reputation and could stop the 
university from providing services to students. 
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Cause: While the Office of the Commissioner of Higher Education intended to give the 
university leeway in deciding on what exact framework would work best, the language chosen 
has caused the university to not formally adopt any framework to guide their security programs. 
The lack of framework has contributed to the current state of security programs and has slowed 
progress in development. University staff indicated that overall IT staffing challenges have 
impacted the progress of the security program. 


Recommendation: We recommend the Montana State University complete a comprehensive IT 
risk assessment to develop a formal approach for maturing security procedures. 


Views of Responsible Officials: The university concurs with this recommendation. For 
additional information regarding the university’s planned corrective action see Corrective Action 
Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-023: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 
ALN # 93.342, Student Financial Assistance Programs Cluster 
Grant # Not Applicable 


Criteria: Federal regulation, 16 CFR 314.4(b) (version effective for fiscal years 2020 and 2021), 
requires the University of Montana (university) to “Identify reasonably foreseeable internal and 
external risks to the security, confidentiality, and integrity of customer information that could 
result in the unauthorized disclosure, misuse, alteration, destruction or other compromise of such 
information, and assess the sufficiency of any safeguards in place to control these risks. At a 
minimum, such a risk assessment should include consideration of risks in each relevant area of 
your operations, including: 


(1) Employee training and management; 


(2) Information systems, including network and software design, as well as information 
processing, storage, transmission and disposal; and 


(3) Detecting, preventing and responding to attacks, intrusions, or other systems failures.” 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the federal award in compliance with federal 
statutes, regulations, and the terms and conditions of the federal award. 


Condition: As indicated in finding 2021-021, the Office of the Commissioner of Higher 
Education (OCHE) has delegated to the major campuses the authority to administer their own 
information network. As a result, campuses have the individual responsibility to assess their IT 
environments and security programs for various risks from external threats, weak controls, and 
compliance with state and federal requirements. During fieldwork we identified that risk 
management processes within information technology (IT) were not consistent or comprehensive 
at the university. 


We determined the Missoula campus has individuals coordinating the information security 
program. However, it’s unclear how affiliate campuses at Butte, Helena and Dillon should be 
included in this work because the boundary of the security programs that each university 
manages is not clearly defined. After reviewing IT risk assessment procedures, we determined 
that the Missoula campus has not performed an IT risk assessment that addresses the three areas 
required by federal regulations. There is no IT formal risk management program, including 
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documented safeguards, that supports the improvements and drives initiatives for a 
comprehensive security program that meets the intentions of the requirements. 


Industry standards provide many tools and guidance on assessing security programs. For our 
work, we chose an assessment tool that was developed for higher education. The tool assesses 
high-level, common security practices. The university scored low in risk management. 
Additionally, we contracted with an outside consultant to conduct testing and run a phishing 
campaign at the university. This testing identified specific vulnerabilities and showed what 
security weaknesses could be exploited if identified by a malicious actor. Our contractor’s work 
also identified vulnerabilities where the control structure does not completely mitigate a specific 
risk. From testing, the university had two high concerns and five moderate concerns found in 
testing. The university’s security program is at a lower maturity level. 


Questioned Costs: None identified 


Context: The university is comprised of four separate campuses with a combined total 
enrollment of 12,764 and 11,915 students during fiscal years 2020 and 2021, respectively. The 
table below summarizes the number of students receiving assistance through Title [V-A 
programs by campus; the table contains duplicate counts because individual students may qualify 
for multiple types of assistance. No students received new Perkins loans during this period; 
students with loan balances from prior periods are not included in the table. 


Academic Year 2019-20 Academic Year 2020-21 


Program Missoula | Butte | Dillon | Helena | Missoula | Butte | Dillon | Helena 
Federal Supplemental 
Educational Opportunity 1,068 291 176 152 942 258 186 217 


Grants 


Federal Work-Study Program a 82 96 32 327 60 77 10 
Pell Grants 2,777 604 564 585 2,366 533 491 524 
Direct Loans 4,736 1,611 796 502 4,168 1,431 704 380 
TEACH Grants 1 1 1 

Total 9,161 2,588 | 1,633 1,271 7,803 2,282 | 1,459 1,131 


The university gathers and stores various types of sensitive information electronically related to 
students’ education and personal information, employees’ personal information, credit and bank 
account information, intellectual property, and personal health information. Personally identifiable 
information (PII) can include student names, mothers’ maiden names, social security numbers, 
identification numbers, or parent/guardian information. 


Effect: The university is not in compliance with federal regulations. Possible outcomes could be 
data breaches or ransomware attacks that impact university reputation and could stop the 
university from providing services to students. 


Cause: The university’s IT division has had multiple changes and temporary staff since 2018. 
Management is also responsible for ensuring sufficient resources are available for a security 
program, and that roles and responsibilities are clearly defined. Throughout these changes in 
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management and leadership, responsibilities related to security have not been defined or 
documented officially for all security related positions. Key security roles at the university varied 
in their level of documentation, including a job description that was being updated, a job posting, 
and an inaccurate job description. Without this clarity, the university’s security program lacks 
accountability and understanding of expectations in some areas. This also limits enforcement to 
ensure staff complete necessary tasks that meet the needs of the security program. The university 
has not been able to hire a permanent position to be accountable for a comprehensive security 
program either. In recent attempts, they have struggled to bring someone in who is willing to 
progress a security program from a low maturity level. 


Recommendation: 
We recommend the University of Montana: 


A. Update and formalize job descriptions for positions that have responsibilities for 
developing, maintaining, or supporting the security program, and 

B. Complete a comprehensive IT risk assessment that is used to develop strategic initiatives 
and the required budget to mature the security program and security awareness. 


Views of Responsible Officials: The university concurs with this recommendation. For 
additional information regarding the university’s planned corrective action see Corrective Action 
Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-024: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 

ALN # 93.264, 93.364, 93.925, Student Financial Assistance Programs 
Cluster 

Grant # Not Applicable 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Great Falls College MSU and MSU-Northern did not have documented controls in 
place addressing review requirements for the School Account Statement (SAS) data file Direct 
Loan reconciliations and did not retain any documentation demonstrating the reconciliations 
were reviewed. 


Questioned Costs: None. 


Context: Through our testing, we determined all four of the Montana State University campuses 
were completing the required reconciliations. However, two of the four did not have documented 
internal controls or evidence of reviews being completed. 


Effect: Our audit did not identify any material noncompliance, but a lack of documented internal 
controls could result in reconciliations not being done or being done inaccurately. Current staff 
are aware of the requirement but if there is staff turnover, that knowledge leaves with the person. 


Cause: Both campuses have a process in place to complete the reconciliations and keep 
documentation of the process, but they were unaware there should be documentation and 
evidence that a review was completed. 


Recommendation: We recommend the Great Falls College MSU and MSU-Northern document 
their internal control process and retain evidence of reviews over Direct Loan reconciliations. 


Views of Responsible Officials: The university concurs with this recommendation. For 


additional information regarding the university’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-025: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 

ALN # 93.264, 93.364, 93.925, Student Financial Assistance Programs 
Cluster 

Grant # Not Applicable 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Through our testing, we determined Montana State University (MSU) Bozeman, 
MSU Billings, MSU-Northern, and Great Falls College MSU do not have documentation of 
review of the Cost of Attendance (COA) calculation performed by someone not involved in the 
process of creating it. 


Questioned Costs: None. 


Context: This condition exists at all four of the MSU campuses. Each campus calculates and 
awards individual student financial aid awards based on the institution’s COA and the 
individual’s expected family contribution. Although each campus uses slightly different 
methodology, the financial aid director at each campus creates the COA using historical costs, 
known or estimated tuition and fee increases, averages of meal plans and local rents, as well as 
consumer price index increases. A different COA is calculated for the different enrollment 
categories such as: resident vs nonresident, off campus vs on campus, graduate, undergraduate, 
and full-time vs % time vs 4 time. 


Effect: Deficiencies in internal control increase the risk the university may not identify non- 
compliance in a timely manner. The large number of COAs at each campus increases the risk 
that not all errors in the COA would be identified on a timely basis and may cause students’ 
Student Financial Assistance amounts to be incorrect. 


Cause: University staff indicated they believe their practice is sufficient because any large errors 
would be noticed as they would significantly affect the amount of aid students are awarded. 
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Recommendation: We recommend each campus of Montana State University document their 
internal controls over the calculation of Cost of Attendance. 


Views of Responsible Officials: The university concurs with this recommendation. For 
additional information regarding the university’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-026: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 

ALN # 93.264, 93.364, 93.925, Student Financial Assistance Programs 
Cluster 

Grant # Not Applicable 


Criteria: Federal regulation, 34 CFR 674.19(e)(4)(ili), requires an institution to return the 
original or a true and exact copy of the note marked “paid in full” to the borrower, or otherwise 
notify the borrower in writing that the loan is paid in full and retain a copy for the prescribed 
period, after the loan obligation is satisfied. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Montana State University (MSU) Northern did not send paid in full letters to Perkins 
Loan borrowers when the loan obligation was satisfied, contrary to federal regulations. 


Questioned Costs: None. 


Context: The MSU Bozeman, MSU Billings, and MSU Northern campuses participate in the 
Perkins Loan program. While new loans are no longer made under the program, the three 
campuses are still servicing loans. They each contract with a third-party service provider to 
perform some of the services and federal record retention requirements of these loans. 


We tested a sample of 71 of the approximate 3,500 borrowers with paid in full, cancelled, or 
assigned loans status, divided proportionately between the three campuses. This was not a 
statistically valid sample. We tested a total of 17 borrowers at MSU Northern and found none of 
them received the paid in full letters. Of the three campuses, MSU Northern is the only campus 
where we found noncompliance with this requirement. 


Effect: MSU Northern is not in compliance with federal regulations for the Student Financial 
Assistance cluster. Such noncompliance could result in inaccurate loan records of whether a 
loan is still active or fully paid off. 
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Cause: MSU Northern staff indicated they thought the service provider was responsible for the 
letters. While a contract could not be located to support this, compliance with federal regulations 
is ultimately the responsibility of the university. 


Recommendation: We recommend that MSU Northern: 
A. Develop internal controls to ensure paid in full notifications are sent when a borrower’s 
loan obligation is satisfied. 
B. Send “paid in full” letters to borrowers after the loan obligation is satisfied in accordance 
with federal Perkins loan requirements. 


Views of Responsible Officials: The university concurs with this recommendation. For 
additional information regarding the university’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-027: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 
ALN # 93.342, Student Financial Assistance Programs Cluster 
Grant # Not Applicable 


Criteria: Federal regulation, 2 CFR 200.303, requires the non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: We found that the University of Montana (university) campuses UM Missoula, UM 
Western, and Helena College do not have internal controls in place to ensure review and 
approval of the cost of attendance (COA) calculations by someone not involved in the process of 
creating it. Helena College has a process in place to provide the calculations to various other 
campus staff for review, but their review is not documented and thus untestable. Montana Tech 
did not have these controls in place for fiscal year 2020, but controls were put in place and 
documented beginning in fiscal year 2021. 


Questioned Costs: None. 


Context: The financial aid director at each campus calculates and awards individual students 
financial aid based on the COA at the institution and the individual’s expected family 
contribution. The COA is, generally, the total of: tuition and fees; an allowance for books, 
supplies, transportation and miscellaneous personal expenses; an allowance for room and board; 
where applicable, allowances for costs for dependent care; costs associated with study abroad 
and cooperative education; costs related to disabilities; and fees charged for student loans. 
Although each campus uses slightly different methodology, they each create the COA using 
historical costs, known or estimated tuition and fee increases, averages of meal plans and local 
rents, as well as consumer price index increases. 


A different COA is created for the different categories of students: resident vs. nonresident, off 
campus vs. on campus, graduate, undergraduate, and full-time vs. %4 time vs. % time. The 
number of yearly COAs calculated by each campus range from 76 to 294. 
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Effect: Without a review and approval process, there is risk the COA calculation may contain 
errors and/or may not be adequately supported and cause students to be awarded an incorrect 
amount of financial aid. As part of testing, we identified that UM Western did not have support 
for three and four of the five elements of the report in the COA calculations for academic years 
2019-20 and 2020-21, respectively. Additionally, the total COAs published on the campus 
website were $1,020 less than the COA calculated by the campus on the spreadsheets provided to 
us as part of the audit. 


Cause: Some university staff indicated their current practice is sufficient because any large 
errors would be noticed as they would significantly affect the amount of aid students are 
awarded. 


Recommendation: We recommend: 
A. UM Missoula, UM Western, and Helena College implement internal controls as required 
by federal regulations to ensure the COA calculations are accurate and supported. 
B. MT Tech continue to implement and document their review process over the COA. 


Views of Responsible Officials: The university concurs with this recommendation. For 
additional information regarding the university’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-028: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 
ALN # 93.342, Student Financial Assistance Programs Cluster 
Grant # Not Applicable 


Criteria: Federal regulation, 2 CFR 200.303, requires the non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Federal regulation, 34 CFR 668.22(c)(1) outlines how an institution determines a student’s 
withdrawal date for the purposes of calculating the amount of the term attended by the student. 


Federal regulation, 34 CFR 668.22(c)(4) requires an institution to document a student’s 
withdrawal date and maintain the documentation as the date of the institution’s determination 
that a student withdrew. 


Federal regulations, 34 CFR 668.22(g)(1) and (2) require an institution to return the lesser of the 
total amount of unearned Title IV assistance or an amount equal to the total institutional charges 
incurred by the student for the period multiplied by the percentage of Title IV grant or loan 
assistance that has not been earned by the student, and requires the institutional charges incurred 
by the student used in the calculation only be tuition, fees, room and board and other 
educationally-related expenses assessed by the institution. 


Federal regulation, 34 CFR 668.22(j)(1) requires an institution return the amount of Title IV 
funds for which it is responsible as soon as possible but no later than 45 days after the date of the 
institution's determination that the student withdrew. 


Condition: We identified material weakness in internal controls for multiple instances where the 
University of Montana (university) campuses UM Missoula and UM Western did not comply 
with the federal regulations for calculating and timely returning unearned student financial aid. 


Questioned Costs: There are $5,588 of known questioned costs but likely questioned costs are 
projected to exceed $25,000. 
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Context: The university calculates and awards individual student’s financial aid based on the 
cost of attendance at the institution and the individual’s expected family contribution. The cost of 
attendance used to award the aid is based on the student’s enrollment at the beginning of each 
term. If a student drops any courses or fully withdraws from the university, their aid must be 
adjusted. If a student fully withdraws, either by officially notifying the university or simply no 
longer attending classes, federal regulations require each campus to calculate the amount of aid 
the student earned for the time they attended. If a student attended less than 60 percent of the 
calendar days in a term, they did not earn the full amount of their initially disbursed financial aid, 
and federal regulations require the unearned funds be returned to the federal government. We 
tested a sample of 54 of the 3,849 students who received aid and subsequently withdrew during 
the audit period. This sample was not statistically valid. 


UM Missoula: The campus’s process is for one staff member in Student Accounts to 
complete the calculation of the aid to be returned. If the calculation indicates a portion of the 
student’s aid must be returned, a second staff member in Student Accounts reviews and 
approves the calculation. If the calculation indicates no aid must be returned, this review and 
approval does not occur. After Student Accounts staff complete the calculation, Financial 
Aid staff are responsible for adjusting the student’s Banner account and Business Services 
staff are responsible for returning the funds to the Department of Education (ED). Based on 
our review of the campus’s processes and the results of our sample testing, we identified the 
following areas of internal control deficiencies and noncompliance: 


e For instances where the initial return calculation indicates the student has attended at 
least 60 percent of the semester, and thus earned 100 percent of their aid, the campus 
does not have controls in place to verify the accuracy of the calculation. We tested 
18 students whom staff determined had attended 60 percent or more of the semester and 
did not identify any instances where the determination was incorrect. While we did not 
identify any resulting noncompliance for these students, the university should have a 
process in place to verify the initial calculations as an error at this stage could result in 
the campus not returning federal funds as required. 


e For three students reviewed in the sample, the university’s controls did not ensure the 
calculation of funds to return was correct. For these instances, staff used an incorrect 
withdrawal date to determine how much of the semester the students attended, and the 
review process did not identify the errors. 


e The campus also does not have sufficient internal controls to ensure the aid is returned to 
ED timely once it has been calculated. We identified one instance where the campus 
completed the return 96 days after the student notified the campus of their withdrawal 
instead of within the 45 days required. We also identified two instances where the 
campus did not complete the return process once the amount had been calculated. 


UM Western: The campus does not have sufficient internal controls to ensure the amount of 
aid to be returned was calculated correctly. Staff use a calculation form on the Common 
Origination and Disbursement (COD) system to determine the amount of funds to be 
returned. The entire process is completed by a single staff member, without review and 
approval by another staff person. We identified the following errors in the calculations, 
indicating internal controls should be enhanced: 
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e We identified one instance where the campus used an incorrect tuition amount in the 
calculation and thus miscalculated the amount of aid to be returned by $75.13. However, 
the campus ultimately returned the correct amount. 


e We identified one instance where the campus used an incorrect withdrawal date in the 
calculation. However, the campus ultimately returned the correct amount. 


e We also identified one instance where the campus was unable to provide support for a 
student’s last day of attendance. As such, we were unable to determine whether the 
amount of funds returned was appropriate. 


Effect: The university is not in compliance with federal regulations for the Student Financial 
Assistance programs. Additionally, without maintaining supporting documentation for key items 
in the calculation, such as the last date of attendance, the campus cannot demonstrate compliance 
with federal regulations. 


Cause: UM Missoula staff stated they stop the return process once they have determined a 
student has attended at least 60 percent of the semester, so these items never make it to the 
review portion of the process discussed above. Additionally, campus staff believe the items 
above were the result of an employee not completing assigned job duties who was ultimately 
relieved of those duties. The employee worked in the position from December 2019 through 
early January 2021. 


UM Western staff believed the use of the COD form to complete the calculation was sufficient 
internal controls to ensure the calculation is correct. 


Recommendation: We recommend: 
A. UM Missoula enhance internal controls to ensure the amount of financial aid to be 
returned is calculated correctly and the aid is returned to ED timely. 
B. UM Western implement internal controls to ensure the amount of financial aid to be 
returned is calculated correctly and supporting documentation is maintained. 
C. UM Missoula and UM Western comply with the federal requirements governing the 
return of Title IV funds process. 


Views of Responsible Officials: The university concurs with this recommendation. For 
additional information regarding the university’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-029: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 
ALN # 93.342, Student Financial Assistance Programs Cluster 
Grant # Not Applicable 


Criteria: Federal regulation, 2 CFR 200.303(a) requires non-Federal entities to establish and 
maintain effective internal control over the Federal award that provides reasonable assurance that 
the non-Federal entity is managing the Federal award in compliance with Federal statutes, 
regulations, and the terms and conditions of the Federal award. 


Federal regulation, 34 CFR 685.309(b) requires schools participating in the Direct Loan program 
to complete an enrollment reporting process outlined by the Secretary of Education. 


Federal regulation, 34 CFR 690.83(b)(2) requires institutions participating in the Pell grant 
program to submit reports and information required by the Secretary of Education in accordance 
with established deadlines. 


The National Student Loan Data System Reporting Guide, Section 5.1, issued November 2020, 
requires schools to certify enrollment data at least every 60 days by receiving the Roster file, 
responding within 15 days and correcting errors within 10 days. 


Condition: To assist the Department of Education (ED) in administering the Pell Grant and 
Direct Loan Programs, each campus is required to complete student enrollment reporting 
throughout the year. Student enrollment information is housed in a central, federal database by 
ED: the National Student Loan Data System (NSLDS). Periodically, NSLDS provides a roster 
file of enrollment information for students who received Pell grants or Direct Loans to the 
campuses. Each campus must review, update, and verify student enrollment statuses, program 
information, and effective dates within 15 days of receiving the file. The University of Montana 
campus UM Missoula did not complete the required enrollment reporting for over 200 students 
receiving student financial aid, in violation of federal regulations. Given the number of students 
and range of grade levels affected, this is a material weakness in internal controls. 


Questioned Costs: None. 


Context: Although ultimately responsible for the reporting, all of the campuses use a third-party 
organization, the National Student Clearinghouse (clearinghouse), to complete the reporting. 
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Campus staff extract the current enrollment information from Banner via standard reports and 
review it for errors and students who should not be included. Staff then send the report to the 
clearinghouse, who matches it up to the roster file provided by ED and sends it back to NSLDS. 
If errors or inconsistencies are identified by NSLDS, they provide an error file that must be 
corrected and resubmitted within 10 days. 


As part of our testing, we completed a sample of 69 students across the University of Montana’s 
(university) four campuses, who received Pell grants or Direct Loans during the audit period 
across all campuses. Of the sampled students, 37 were at UM Missoula. This sample was not 
statistically valid and identified errors in the enrollment reporting for two students at UM 
Missoula. Through follow-up testing, we identified deficiencies in UM Missoula’s enrollment 
reporting process and significant noncompliance with the federal reporting requirements, as 
outlined below: 


e Dual Enrollment Students: Eligible Montana high school students can take college 
courses for credit for free or at a reduced cost at any campus in the Montana University 
System. At UM Missoula, these students are identified in Banner using a specific 
attribute code. As part of the enrollment reporting process, staff filter out students with 
the dual enrollment attribute code as they are not eligible to receive federal financial aid 
and are thus not entered in NSLDS. During our testing, we determined the dual 
enrollment code was not being updated in Banner for students who became regularly 
enrolled after participating in the dual enrollment program. There were 147 students with 
this inaccurate code ranging from freshmen to doctoral students. Of these students, 28 
received Pell grants or Direct Loans during the audit period, and thus should have been 
included in the enrollment reporting to NSLDS. Given the range of grade levels affected, 
this is a systemic internal control deficiency. 


e Missing Social Security Numbers (SSN): Students are not required to provide SSNs as 
part of the admissions application process. Providing SSNs is, however, required to 
receive federal financial aid and SSNs are provided as part of the student’s Free 
Application for Federal Student Aid (FAFSA) application process. When a student 
provides the SSN as part of the FAFSA but not the admissions application, their SSN is 
only housed in the financial aid Banner data. As of spring semester 2021, there were 
approximately 1,400 students enrolled at UM Missoula who had not provided their SSN 
as part of the enrollment application. When staff run the extract process for the 
enrollment reporting, the financial aid data is not included as the reporting is specific to 
enrollment data. Student’s SSNs are used only as an identifier to match campus student 
records to the NSLDS student records. The SSNs themselves are not required to be 
reported to NSLDS. As a result, these students with no SSNs in the enrollment Banner 
data are flagged by the clearinghouse and returned to campus staff as potential errors or 
students who do not need to be reported. Because the errors are not resolved, these 
students are not reported to NSLDS by the clearinghouse. Of the 1,400 students with no 
enrollment SSN, 173 received Pell grants or Direct Loans during the audit period, and 
thus should have been included in the enrollment reporting to NSLDS. 


Effect: By not reporting these 201 students, UM Missoula is not in compliance with the federal 
requirements and is at risk of being fined by ED for their administration of the Pell Grant 
program. Additionally, it is like they are not enrolled at all from ED’s perspective. 


Cause: During our testing, we determined the dual enrollment attribute code was not being 
updated in Banner for students who became regularly enrolled after participating in the dual 
enrollment program. For the missing SSNs, UM Missoula staff do not resolve these errors when 
they are flagged by the clearinghouse because it is not required to be reported to NSLDS and 
they want to instead focus their time on resolving errors in the information that is required to be 
reported. 


Recommendation: We recommend UM Missoula improve internal controls to ensure all 
required students are reported to NSLDS and comply with the federal requirements governing 
the enrollment reporting process. 


Views of Responsible Officials: The university concurs with this recommendation. For additional 
information regarding the university’s planned corrective action see the Corrective Action Plan 
starting on page D-1. 


C-101 


C-102 | Montana Legislative Audit Division Legislative Audit Division 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-030: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 
ALN # 93.342, Student Financial Assistance Programs Cluster 
Grant # Not Applicable 


Criteria: Federal regulation, 2 CFR 200.303, requires the non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Federal regulation, 34 CFR 685.300(b)(5), requires institutions to reconcile institutional records 
with Direct Loan funds received from the Secretary and the disbursement records submitted to 
and accepted by the Secretary on a monthly basis. 


Federal regulation, 34 CFR 668.24(c)(1)(vi), requires institutions to maintain records for the 
reports and forms used in its participation in a title [V, HEA program, and any records needed to 
verify data that appear in those reports and forms. 


Federal regulation, 34 CFR 668.24(e)(2)(ii), requires institutions to keep records relating to its 
participation in the FFEL or Direct Loan Program, including records of any other reports or 
forms, for three years after the end of the award year in which the records are submitted. 


Condition: The University of Montana (university) did not complete all federally required 
monthly reconciliations for the Direct Loan Program during the audit period. The university’s 
controls over these monthly reconciliations are not sufficient to ensure the required monthly 
Direct Loan reconciliations are completed, accurate, and any differences are followed up on in 
compliance with the federal regulations. 


Questioned Costs: None. 


Context: Campuses calculate and award individual students Direct Loan awards based on the 
cost of attendance (COA) at the institution and the individual’s expected family contribution. 
Once accepted, these loans are applied to the students’ bills and any excess is disbursed directly 
to students. The university is then required to report these disbursements to the Department of 
Education (ED) via the Common Origination and Disbursement (COD) System within 15 days 
of applying to the students’ accounts. Each month, the COD system provides institutions with 
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School Account Statement (SAS) data files consisting of financial information related to the 
Direct Loan disbursements. Institutions are required to reconcile these files to their financial 
records monthly. 


We completed a sample of three reconciliations at each campus. This sample was not statistically 
valid. We identified the following: 


e UM Missoula: The campus was missing reconciliations for five of the 24 months in 
fiscal years 2020 and 2021. The campus maintained some supporting documentation for 
the reconciliations, but not enough to fully tie them back to support for the three 
reconciliations we sampled. UM Missoula also had a difference of $910 noted on the 
reconciliation from January through June 2021 with no documentation of any follow-up 
being performed. Because a reconciliation process involves both comparing amounts and 
then following up on any differences, when unresolved differences exist it indicates the 
campus did not fully complete the process. 


e UM Western: The campus did not complete any of the required monthly reconciliations 
during fiscal years 2020 and 2021. 


e MT Tech: The campus did not complete the June 2021 monthly reconciliation and did 
not have supporting documentation for the other 23 reconciliations completed during 
fiscal years 2020 and 2021. The campus also had a difference of $982 noted on the 
reconciliations for February, March, and April of 2020. As noted earlier, when 
unresolved differences exist it indicates the campus did not fully complete the process. 


e Helena College: The campus did not complete any of the required monthly 
reconciliations during fiscal years 2020 and 2021. 


Effect: By not completing the required monthly reconciliations and maintaining the supporting 
documents, the university has violated one of the requirements in their program participation 
agreements with ED and is not in compliance with federal regulations for the Student Financial 
Assistance program. 


Cause: Some university officials indicated that due to limited staff resources, the reconciliations 
are not always a priority; instead, they focus on activities directly impacting students. 
Additionally, for UM Missoula, the campus staff stated the staff member responsible for these 
reconciliations retired and thus they were unsure why the differences were not followed up on 
and where any remaining supporting documentation was located. UM Western campus staff 
stated they were not aware they needed to complete these monthly reconciliations. MT Tech 
campus staff indicated the difference was due to a computer issue and they worked closely with 
their software provider to investigate and resolve the difference. However, as the work was not 
documented, we were unable to confirm. The campus staff further stated that the June 2021 
reconciliation might not have been saved because no differences were identified. However, in 
our testing, we observed other monthly reconciliations with no differences saved during the audit 
period. Helena College campus staff stated the previous employee responsible for these 
reconciliations left abruptly in January 2020 and did not leave behind any documentation of 
processes or completed reconciliations. The current staff is developing a process to complete the 
reconciliations in the future. 
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Recommendation: We recommend UM Missoula, UM Western, Helena College, and MT 
Tech: 

A. Implement internal controls to ensure the required monthly Direct Loan reconciliations 
are completed, accurate, supported, and any differences are followed up on in compliance 
with the federal regulations, and 

B. Comply with federal requirements governing the Direct Loan Program by reconciling the 
SAS data files monthly. 


Views of Responsible Officials: The university concurs with this recommendation. For 
additional information regarding the university’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-031: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 
ALN # 93.342, Student Financial Assistance Programs Cluster 
Grant # Not Applicable 


Criteria: Federal regulation, 2 CFR 200.303, requires the non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Federal regulation, 34 CFR 674.19(d)(2), requires, for the Federal Perkins Loan Program, 
institutions to submit the Fiscal Operations Report and other information required by the 
Secretary and to insure the information reported is accurate. 


Federal regulation, 34 CFR 675.19(b)(3), requires, for the Federal Work-Study Program, 
institutions to submit the Fiscal Operations Report and other information required by the 
Secretary and to insure the information reported is accurate. 


Federal regulation, 34 CFR 676.19(b)(3), requires, for the Federal Supplemental Educational 
Opportunity Grant Program, institutions to submit the Fiscal Operations Report and other 
information required by the Secretary and to insure the information reported is accurate. 


Federal regulation, 34 CFR 668.24(e)(1)(1), requires institutions to keep the Fiscal Operations 
Report and Application to Participate (FISAP) in the Federal Perkins Loan, Federal Work-Study, 
and Federal Supplemental Educational Opportunity Grant Programs (FSEOG) and any records 
necessary to support the data contained in the FISAP for three years after the end of the award 
year in which the FISAP was submitted. 


Condition: Internal controls over completing the Fiscal Operations Report and Application to 
Participate (FISAP) reports were insufficient to ensure the reports submitted were complete and 
accurate at the University of Montana (university) campuses UM Western and Helena College, 
as required by federal regulations. 


Questioned Costs: None. 
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Context: Each campus is required to complete the FISAP yearly for its campus-based programs. 
The institution uses the Fiscal Operations Report portion of the FISAP to report its expenditures 
and students served in the previous award year and the Application to Participate portion of the 
FISAP to apply for funding for the following year. 


As outlined in the table below, our testing identified instances of incorrect or unsupported line 
items in the FISAP reports reviewed. 


Instances of Incorrect or Unsupported Line Items 


Campus Incorrect Unsupported 
UM Western 8 12 
Helena College 0 138 


Effect: By not accurately completing and keeping the required support for the FISAP reports, 
the campuses have violated one of the requirements in their program participation agreements 
with the U.S. Department of Education and are not in compliance with the federal regulations for 
the Student Financial Assistance program. 


Cause: Helena College staff stated they were not aware they needed to keep the supporting 
documents for these reports. UM Western staff stated the report preparation process was manual 
and prone to mistakes and other counting errors. 


Recommendation: We recommend UM Western and Helena College: 

A. Implement internal controls to ensure the Fiscal Operations Report and Application to 
Participate (FISAP) reports submitted are accurate and supported in compliance with the 
federal regulations, and 

B. Comply with federal requirements governing the Federal Perkins Loan, the Federal 
Work-Study, and Federal Supplemental Educational Opportunity Grant programs by 
accurately completing the FISAP reports and maintaining the required supporting 
documentation. 


Views of Responsible Officials: The university concurs with this recommendation. For 
additional information regarding the university’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-032: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 
ALN # 93.342, Student Financial Assistance Programs Cluster 
Grant # Not Applicable 


Criteria: Federal regulation, 2 CFR 200.303, requires the non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Federal regulation, 34 CFR 674.19(e)(3)(41) requires an institution to retain repayment records, 
including cancellation and deferment requests for at least three years from the date on which a 
loan is assigned to the Secretary, canceled or repaid. 


Federal regulation, 34 CFR 674.19(e)(4) requires an institution to keep the original promissory 
notes and repayment schedules until the loans are satisfied. 


Federal regulation, 34 CFR 674.19(e)(4)(i11) requires after the loan obligation is satisfied, an 
institution to return the original or a true and exact copy of the note marked “paid in full to the 
borrower, or otherwise notify the borrower in writing that the loan is paid in full, and retain a 
copy for the prescribed period.” 


Condition: University of Montana (university) campuses UM Missoula, UM Western, and MT 
Tech participate in the Perkins Loan Program. While new loans are no longer made under the 
program, the three campuses still service outstanding loans. Our testing identified multiple 
instances where the campuses did not comply with federal regulations to retain cancellation and 
deferment requests, repayment schedules, and notification to the borrower the loan obligation is 
paid in full. 


Questioned Costs: None. 


Context: We tested a sample of 65 borrowers with loans in repayment or deferment status out 
of a population of 2,196 and a sample of 61 borrowers with paid in full, canceled, or assigned 
loans status out of a population of 1,127. Neither sample was statistically valid. We identified 
significant noncompliance and systemic internal control issues related to retaining records as 
described below: 
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e UM Missoula: We identified 22 loans where the campus was unable to provide 
documentation that the written “paid in full” notification was sent. Per Student Accounts 
staff, they stopped sending the notification in January 2021 due to limited staffing 
resources due to the COVID pandemic and instead focused on higher priority work. 
Fourteen of the loans we identified fell after this decision. However, the remaining eight 
occurred before and staff indicated the notifications were sent but they were unable to 
find them during our testing. 


e UM Western: We identified four loans where the campus was unable to provide 
cancellation or deferment requests and three loans where they could not provide 
documentation that the written “paid in full” notification was sent. 


e MT Tech: We identified five loans where the campus was unable to provide the 
repayment schedule and seven loans where they could not provide documentation that the 
written “paid in full” notification was sent. 


Effect: The UM Missoula, UM Western, and MT Tech campuses are not in compliance with 
federal requirements related to records retention. Also, by not completing the “paid-in-full” 
notifications, there is the potential for borrowers to continue paying on satisfied loans, resulting 
in the university having to issue refunds. 


Cause: As noted above, UM Missoula stopped sending the notification in January 2021 due to 
limited staffing resources due to the COVID pandemic and instead focused on higher priority 
work. Additionally, for the missing letters prior to this decision, they were not sure why the 
letters weren’t filed in the student files, but it could be because they are behind with filing and 
the office is moving. 


Both UM Western and MT Tech staff indicated the reason they were unable to provide the 
necessary documents during our testing was because their third-party servicer completed them. 
UM Western staff stated they were unable to retrieve them from the servicer’s system. MT Tech 
staff stated the missing repayment schedules were not transferred when they switched servicers. 
For the written “paid in full” notifications, the servicer does not keep copies of these letters but 
rather considers memos on the borrower’s account in their system to suffice as documentation. 
Additionally, the servicer indicated there were two borrowers who did not have the letters sent at 
all and they are unsure why. However, as the ultimate responsibility for complying with the 
federal regulations belongs to the university, this is noncompliance. Additionally, the federal 
regulations are clear the documents themselves need to be retained, not just an indication in a 
system that they were completed. 


Recommendation: We recommend: 

A. UM Missoula comply with the federal requirements to notify the borrower in writing that 
the loan is paid in full and retain a copy for the prescribed period. 

B. UM Western comply with the federal requirements to retain cancellation and deferment 
requests and written notification to the borrower that the loan is paid in full for the 
prescribed period. 

C. MT Tech comply with the federal requirements to retain repayment schedules and written 
notification to the borrower that the loan is paid in full for the prescribed period. 
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D. UM Missoula, UM Western, and MT Tech implement internal controls to ensure 
compliance with the record retention requirements for Perkins Loans. 


Views of Responsible Officials: The university concurs with this recommendation. For 
additional information regarding the university’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


C-110 | Montana Legislative Audit Division Legislative Audit Division 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-033: U.S. Department of Education 
ALN # 84.007, 84.033, 84.038, 84.063, 84.268, 84.379, Student Financial 
Assistance Programs Cluster 
Grant # Not Applicable 


U.S. Department of Health and Human Services 
ALN # 93.342, Student Financial Assistance Programs Cluster 
Grant # Not Applicable 


Criteria: Federal regulation, 2 CFR 200.303, requires the non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Per the Office of Management and Budget 2021 compliance supplement for the Student 
Financial Assistance Program Cluster, page 5-3-52, when an institution uses a third party 
servicer for its Perkins Loan program, the institution must perform due diligence to ensure the 
third party servicer is in compliance with the requirements for the functions the third party 
services is performing for the school. 


Condition: The campuses do not monitor their Perkins Loan servicer and are in noncompliance 
with the federal requirement to monitor their Perkins Loan servicer. 


Questioned Costs: None. 


Context: University of Montana (university) campuses UM Missoula, UM Western, and MT 
Tech participate in the Perkins Loans Program. While new loans are no longer made under the 
program, the three campuses still service outstanding loans. Each campus contracts with a third- 
party to perform some of the servicing and record retention federal requirements for the Perkins 
Loans they are still servicing, as outlined in the table on the following page: 
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Contracted Perkins Loans Service by Campus 
Key Compliance Requirement UM Missoula MT Tech UM Western 


Creating and retaining borrower 
repayment schedules. v v 


Processing and maintaining borrower Y i A 


repayment records. 


Processing and maintaining borrower i yi Y 


cancellation and deferment requests. 


Providing “paid-in-full” notice to 
borrowers. v v 


Although contracting with a third-party is allowed, the ultimate responsibility for these 
requirements still lies with the university. Additionally, the Department of Education requires the 
campuses to perform due diligence to ensure their servicer is in compliance with the 
requirements for the pieces it is performing for the school. This due diligence could take many 
forms, including, but not limited to, the items we’ve suggested below. 


e Service Organization Controls (SOC) Report review: A SOC I Type II report 
is used to evaluate the design and operating effectiveness of the contractor’s internal 
controls over achieving compliance requirements. This report focuses on controls at the 
service organization that are useful to user entities and their auditors and is an efficient 
way for the campuses to monitor the loan servicer. The loan servicer does receive a SOC 
report and makes it available to clients, however none of the campuses currently review 
it. This leaves them at risk of being unaware of system issues affecting the services it 
receives and not implementing all of the necessary compensating user entity controls. 


e Compliance Audit Report review: Some contractors who perform services for 
federal programs receive a compliance audit. 


* Loan records review: Campus staff could perform a review of the 
documentation for a selection of borrowers to ensure all the required items are present. 


Effect: By not performing any due diligence over their third-party loan servicer, the university 
is not only in noncompliance with the requirement to do so, but also was not aware of the 
noncompliance with the Perkins Loans record retention federal requirements as discussed in 
recommendation number 2021-032. 


Cause: Per campus staff, they were not aware they needed to perform monitoring of their 
contractor beyond their normal day-to-day contacts. 


Recommendation: We recommend UM Missoula, MT Tech, and UM Western implement 
internal controls to ensure they perform due diligence over their Perkins Loans servicer and 
comply with the federal requirements governing Perkins Loans. 
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Views of Responsible Officials: The university concurs with this recommendation. For additional 


information regarding the university’s planned corrective action see the Corrective Action Plan 
starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-034: Various Federal Agencies* 
ALN # Various*, R&D Cluster 
Grant # Not Applicable 


Criteria: Federal regulation 2 CFR 200.313(b) requires that a state must use, manage and 
dispose of equipment acquired under a Federal award by the state in accordance with state laws 
and procedures. 


Federal regulation 2 CFR 200.303 requires non-Federal entities to, among other things, establish 
and maintain effective internal control over the Federal award that provides reasonable assurance 
that the non-Federal entity is managing the Federal award in compliance with Federal statutes, 
regulations, and the terms and conditions of the Federal award. 


Montana Operations Manual Policy 335 (V)(A)(1) requires all major equipment be identified in 
the manner that promotes easy identification and requires property tags be placed in plain sight 
on the equipment. While state policy does allow some discretion based on the physical nature of 
some equipment for situations where property tags may not be feasible, it does require that 
“whenever possible, the tag number will still be identified on the item by some means such as 
etching, decal, indelible ink, etc.” 


Condition: The University of Montana’s (university) internal controls are not sufficient to 
ensure equipment purchased with federal Research and Development (R&D) funds are tagged as 
required by federal requirements. 


Questioned Costs: None. 


Context: During fiscal years 2020 and 2021, the university purchased approximately 
$3.5 million of equipment through the R&D Program. 


We sampled ten equipment purchases during the audit period out of approximately 

111 equipment purchases over $5,000, to determine whether the assets were tagged and easily 
identifiable, as required by state policy. This was not a statistically valid sample. For eight of the 
items selected, there were no property tags or other permanent identification affixed to the assets 
that corresponded to university property records. As such, the assets were not easily identifiable 
by state policy, and we were unable to confirm the assets we observed were those purchased by 
the federal grant funds. For all eight items, we believe tagging or labeling of the assets was 
feasible. The items not tagged included network servers, weather stations, cameras, and traveling 
museum equipment with costs ranging from $5,054 to $69,347. 
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While completing this work, we visited the data center used to house network servers and 
estimate asset tag numbers were present on only 5 percent of installed units. Additionally, while 
looking for a high-speed camera at a field station, we observed three other high-speed cameras, 
none of which had asset tags. Both locations contained visibly identical equipment and university 
personnel struggled or were unable to differentiate them. 


Effect: Equipment tagging is necessary to maintain an accurate physical inventory and to 
facilitate timely identification of lost or missing equipment. In addition, for equipment purchased 
using federal funds, there are added requirements related to asset disposals. The primary asset 
disposal requirement is the university must obtain disposition instructions from the federal 
awarding agency. 


Cause: One university personnel responsible for some of the equipment we tested indicated they 
did not know the process for obtaining asset tags and conceded that although some equipment is 
difficult to tag without interfering with its function, labeling the equipment is still necessary and 
possible. We believe the results of our testing indicate university internal controls for tagging of 
equipment are not adequate. 


Recommendation: We recommend UM Missoula implement internal controls to ensure all 
equipment is tagged and comply with federal requirements governing equipment for the 
Research and Development Program. 


Views of Responsible Officials: The university concurs with this recommendation. For additional 
information regarding the university’s planned corrective action see the Corrective Action Plan 
starting on page D-1. 


* - See Appendix A 
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State of Montana 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-035: U.S. Department of Education 
ALN # 84.010, Title I Grants to Local Educational Agencies 
Grant # SO10A190026-19A, GAN_S010A200026-20A 


ALN # 84.027, 84.173, Special Education Cluster (IDEA) 
Grant # H027A200096, H173A200099, H027A190096, H173A190099 


ALN # 84.425D, Education Stabilization Fund Under the Coronavirus 
Aid, Relief, and Economic Security Act 
Grant # S425D200006 and S425D210006 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Federal regulation, 2 CFR 200.331, requires the Office of Public Instruction (OPI) to do the 
following in relation to the monitoring of their subawards: 


e Clearly identify award information to subrecipients at the time the award is granted. 


e Evaluate each subrecipient’s risk of noncompliance to determine the appropriate 
monitoring. 


e Review subrecipients’ audits, including following up on all deficiencies. 


e Issue management decisions for any deficiencies identified in subrecipients’ audit 
reports within six months of the Federal Audit Clearinghouse’s acceptance of the audit 
report. The regulation also requires OPI to follow 2 CFR 200.521, which requires these 
management decisions to contain specific elements, including a timetable for follow-up. 


This federal regulation was renumbered to 2 CFR 200.332 during the audit period. 


Condition: OPI did not perform all required subrecipient monitoring for federal programs 
selected for testing, so subrecipient monitoring controls should be improved. 


Questioned Costs: None. 


Context: In our prior audit report, we recommended OPI enhance internal controls related to 
subrecipient monitoring and comply with subrecipient monitoring requirements for a variety of 
federal programs. Although OPI implemented new procedures in response to our audit finding, 
we continued to find control and compliance issues related to subrecipient monitoring 
requirements, as outlined below. 


CO EE 
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Subaward Disclosures: 

OPI did not ensure required disclosures were made to the subrecipients. Through a statistically 
valid sample, we tested grant award documents for 35 of 841 local educational agencies (LEAs). 
We identified missing elements related to grants for Title I, Elementary and Secondary School 
Emergency Relief (ESSER), and IDEA. Examples of missing elements are clear identification of 
the award as a subaward, the federal award date, and the identification of whether the award is a 
research and development program. Since the grant award documents are compiled 
automatically in OPI’s grant system, we expect any missing elements to impact all grant awards. 


Risk Assessments: 

During fiscal year 2020, personnel reviewed the audits and considered financial findings in their 
risk assessment process but did not consider federal findings. Improvements were made in fiscal 
year 2021, because risk of noncompliance was considered in the overall risk assessment process. 
However, federal program personnel did not always rely on these centralized monitoring 
activities, so the federal programs were not always considering Federal Single Audit findings 
when determining appropriate subrecipient monitoring. 


As part of our audit, we conducted three separate samples; a statistically valid sample for the 
IDEA federal award and separate non-statistically valid samples for each the ESSER and Title I 
federal awards. In our audit procedures, including the samples, we identified the following 
issues in the fiscal year 2021 risk assessments: 
¢ For Title I and ESSER, OPI did not use the office-wide risk assessments to determine the 
appropriate monitoring. 
o Subrecipients identified as high risk overall were not necessarily considered high 
risk by Title I program staff. 
oA post-expenditure monitoring plan has not yet been developed for ESSER. There 
was a plan during the first round of payments, but OPI determined the plan was not 
sustainable. 
* For IDEA, OPI adjusted their monitoring level for some subrecipients based on increased 
risk of federal noncompliance but did not document their additional monitoring. 
¢ For ESSER, OPI did not always document the basis for the LEA’s risk assessment. This 
occurred in 11 out of 60 cash draws tested. 


Management Decisions: 
During fieldwork, we reviewed OPI’s management decision letters to determine compliance 


with these federal regulations. 


From our testing: 

e We could not always determine when the management decision letters were 
sent out because the template document automatically updated to the current 
date. This occurred in 3 of the 44 IDEA LEAs tested and 3 of the 60 ESSER 
LEAs tested. The IDEA sample was statistically valid with a population of 
841. The ESSER sample was not statistically valid and had a population of 
898. 
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e Management decisions did not always contain a timetable for follow-up as 
required by federal regulations. This occurred in 7 of the 60 ESSER LEAs 
cash draws tested. 


Repeat Finding: Montana’s Single Audit for the two fiscal years ended June 30, 2019, included 

a recommendation (#2019-032) to OPI to implement internal controls to ensure compliance with 

federal subrecipient monitoring requirements and to comply with federal subrecipient monitoring 
requirements. 


Effect: Overall, OPI is not in compliance with federal regulations related to subrecipient 
monitoring. Monitoring is important, because without it: 


e OPI may not properly notify subrecipients of applicable federal requirements, 
e OPI may not be aware of all risky areas for non-school entities, 


e Subrecipients may not understand their responsibilities over the federal grant and 
may not comply with all federal requirements, and 


e Federal money could be misspent. 


These compliance issues indicate OPI did not have adequate controls in place over subrecipient 
monitoring in either fiscal year 2020 or 2021. 


Cause: Per OPI staff, they were adjusting their subrecipient monitoring process during fiscal 
year 2020 and didn’t get the new process put in place until fiscal year 2021. We also believe the 
subrecipient monitoring compliance issues happened because there is confusion over the new 
process’s implementation: what elements of subrecipient monitoring are centralized and what 
elements are completed by federal program staff. The impacts of COVID-19 and implementing 
the new ESSER federal program also contributed to confusion on how to implement the prior 
audit recommendation. 


Recommendation: We recommend the Office of Public Instruction: 

A. Continue to implement internal controls to ensure compliance with federal subrecipient 
monitoring requirements by documenting an office-wide subrecipient monitoring plan, 
and 

B. Comply with federal subrecipient monitoring requirements. 


Views of Responsible Officials: OPI concurs with this recommendation. For additional 
information regarding OPI’s planned corrective action see the Corrective Action Plan starting on 
page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-036: U.S. Department of Education 
ALN # 84.425D, Education Stabilization Fund Under the Coronavirus 
Aid, Relief, and Economic Security Act 
Grant # S425D200006 and S425D210006 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Coronavirus Aid, Relief, and Economic Security (CARES) Act section 18003(d) requires 
Elementary and Secondary School Emergency Relief (ESSER) grant funds be used for pandemic 
related expenditures. Further, federal regulation 2 CFR 200.439 requires equipment purchases 
have prior approval from the US Department of Education or the pass-through entity. 


Federal regulation, 2 CFR 200.334, requires states retain records for audit purposes. 


Condition: We found the Office of Public Instruction (OPI) did not require sufficient 
documentation to ensure subrecipients were complying with federal program requirements. 


Questioned Costs: We question the unsupported cash requests totaling $460,154. We believe 
additional questioned costs may exist. 


Context: We tested a random sample of 60 ESSER payments to local educational agencies 
(LEAs). This was not a statistically valid sample. The population was 898 cash requests. We 
identified the following issues in the testing: 


e Twelve application budgets had insufficient detail to support how funds would be spent 
on allowable purchases under the subaward. The budgets included salaries, benefits, 
transportation, and supplies. These descriptions are not specific enough for OPI to 
determine whether the spending is allowable under ESSER requirements. 


° OPI used spreadsheets to calculate ESSER allocations by LEA based on Title I 
distributions and other factors determined by OPI. We compared the allocations on the 
spreadsheet to the actual amount in OPI’s grant system to see if LEAs received the 
intended amount. We found 15 differences for a net amount of $121. No documentation 
exists on the reasons for the adjustments. Staff noted the person who adjusted the 
calculation no longer works for OPI. 

e Sixteen cash requests, totaling $460,154, either contained insufficient detail to 
demonstrate the funds were spent in accordance with ESSER regulations, or could not 
be tied back to the approved budgets. The requests included broad categories such as 


salaries, benefits, and supplies, or a teacher’s name without detail in the budget or cash 
request to demonstrate how the teacher’s salary or benefits related to the coronavirus 
pandemic. Additionally, one equipment line had a budget of “transportation” without 
the detail of what would be purchased, but the cash request was for a bus totaling 
$25,000. Equipment purchases over $5,000 are required to have prior approval. Thus, 
we considered the purchase unallowable. 


OPI started requiring more documentation in their cash requests for the second and third 
allocations of ESSER funds. OPI has the opportunity to finalize their post expenditure 


monitoring plan in addition to reviewing cash requests. This is important as most of the spending 


is happening in the future. 


Effect: The lack of effective internal controls resulted in OPI’s inability to detect and prevent 
noncompliance for fiscal years 2020 and 2021 for subrecipient activity. LEAs may have spent 
ESSER funds on items not allowed by federal requirements. 


Cause: Per OPI staff, this issue occurred because the federal government had not finalized 
program requirements when they issued the first round of money. We agree federal ESSER 
program requirements changed, but the requirement to have controls to provide reasonable 
assurance LEAs comply with federal requirements is not new. OPI needs more information to 
meet their monitoring responsibilities, no matter how ESSER requirements change. In addition, 
there were two different ESSER program managers in place during the audit period and the 
position was a vacant position during our fieldwork. We believe this contributed to difficulties 
running the ESSER program. 


Recommendation: We recommend the Office of Public Instruction: 
A. Strengthen internal controls to ensure ESSER subrecipient grant expenditures are 
allowable under the program. 
B. Review and evaluate ESSER subrecipients budgets and cash requests and, where 
appropriate, obtain additional support or recoup improperly spent funds. 


Views of Responsible Officials: OPI concurs with this recommendation. For additional 


information regarding OPI’s planned corrective action see the Corrective Action Plan starting on 


page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-037: U.S. Department of Education 
ALN # 84.425D, Education Stabilization Fund Under the Coronavirus 
Aid, Relief, and Economic Security Act 
Grant # S425D200006, Educational Stabilization Fund Program. 


Criteria: Federal regulation, 2 CFR 200.328 and 329(a) and (b), requires the non-Federal entity 
report financial and performance information as required by the terms and conditions of the 
Federal award. 


Assertion L, Annual Reporting of the compliance supplement for Elementary and Secondary 
School Emergency Relief (ESSER) funds lays out the required reporting elements as: 


e Overall ESSER I and ESSER II Fund Grant for state education agency (SEA); 
e SEA Reserve (up to 10 percent of total allocation); 


e Mandatory Subgrants to local educational agencies (LEAs), Section 18003(c) of the 
Coronavirus Aid, Relief, and Economic Security (CARES) Act and Section 313(c) of the 
Coronavirus Response and Relief Supplemental Appropriations (CRRSA) Act (at least 
90 percent of the ESSER Fund grant); 


e Student Participation and Engagement; and 
e Full-Time Equivalent (FTE)Positions 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Office of Public Instruction’s (OPI) internal controls were ineffective in 
detecting and preventing noncompliance for fiscal year 2021, when the report ESSER annual 
report was submitted. 


Questioned Costs: None. 


Context: The Federal Department of Education required annual reporting of the use of ESSER 
expenses starting in fiscal year 2021. OPI gathered most of the information in the report by 
surveying LEAs. They used their grant tracking system for information on total expenditures. 
OPI submitted the ESSER report twice, and we found the following errors in the required 
elements in the updated ESSER report: 


e OPI reported overall dollar amounts of ESSER I and ESSER II funds granted to OPI and 
reserves (up to 10 percent of total allocation), but they did not include how the “reserve” 
was awarded or expended as required. 


e Amounts subgranted to LEAs were inaccurate. At least $1.5 million in subgrants were 
unreported. 


e ESSER I expenditures are not consistent in the report. The total expenditures disbursed to 
LEAs is $2.7 million through September 3, 2020, but the detail of how the expenditures 
were spent as reported by LEAs total $5.8 million. The dollar amounts should match. 


e FTE positions were inaccurately reported (there were 48 LEAs with no reported FTE). 


Effect: Because of the number of errors found, we determined OPI’s internal controls were 
ineffective in detecting and preventing noncompliance for fiscal year 2021, when the report was 
submitted. 


Cause: According to OPI personnel, OPI had difficulties reporting ESSER information 
accurately, because the required data elements were unclear or changed several times right up to 
the reporting deadline. 


Due to the fluid requirements, it was difficult for OPI to obtain information from the school 
districts. OPI surveyed school districts to obtain some information, but some schools reported 
inaccurate information. We agree that the changes in requirements made reporting difficult, but 
OPI should consider using their grants or accounting systems when possible going forward. 


Recommendation: We recommend the Office of Public Instruction: 
A. Enhance internal controls to ensure ESSER annual reports are accurate and supported. 
B. Correct and resubmit the ESSER annual report. 
C. Ensure ESSER annual reports include all required data elements and those elements are 
fully supported as required by federal regulations. 


Views of Responsible Officials: OPI concurs with this recommendation. For additional 
information regarding OPI’s planned corrective action see the Corrective Action Plan starting on 
page D-1. 
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Section III — Federal Award Findings and Questioned Costs 
Finding 2021-038: U.S. Department of Education 


ALN # 84.425D, Education Stabilization Fund Under the Coronavirus 
Aid, Relief, and Economic Security Act 
Grant # S425D200006 


ALN # 84.010, Title I Grants to Local Educational Agencies 
Grant # S010A200026 


Criteria: Federal regulation, 2 CFR 170 Appendix A(I)(a)(2)(ii), requires the subaward to be 
reported no later than the end of the month following the month in which the obligation was 
made. 


Federal regulation, 2 CFR 170.220(b), requires any subaward equal to or exceeding $30,000 to 
be reported. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Office of Public Instruction (OPI) had no internal controls to ensure compliance 
with the Federal Funding Accountability and Transparency Act (FFATA) reporting requirements 
for Elementary and Secondary School Emergency Relief (ESSER) I and Title I subawards. 


Questioned Costs: None. 


Context: Through nonstatistical sampling, we tested five ESSER subawards and five Title I 
subawards for the June 30, 2021, FFATA reporting, and all ESSER subawards were inaccurate 
because OPI reported the amount expended, not the amount awarded. We did not find errors for 
Title I reporting. 


We found the following compliance issues with the FFATA reporting for ESSER: 

e OPI reported expenditures spent at the local educational agency (LEA) level instead of on 
the amount of the subaward during fiscal year 2020 and 2021, causing the report to be 
inaccurate for most subawards. 

e Some subawards were not reported as required, because their expenses had not reached 
the reporting threshold but their subaward amount was large enough to be reported. 


We communicated this issue during the design of our audit, and OPI revised the FFATA reports, 
but the revisions did not occur during our audit period. 


The required FFATA summary information is included below. 


Transactions Subaward Not Report not Subaward Subaward 
Tested Reported Timely Amount Missing Key 
Incorrect Elements 
5 2 5 3 0 
Dollar Amount Subaward Not Report not Subaward Subaward 
of Tested Reported Timely Amount Missing Key 
Transactions Incorrect Elements 
$925,846.45 $423,485.93 $925,846.45 $315,373.52 0 


Effect: Staff misinterpreting of FFATA reporting requirements resulted in OPI’s inability to 
detect and prevent noncompliance for ESSER I. While we did not find errors for Title | FFATA 
reporting, errors can occur without a secondary review. 


Cause: The general OPI expectation requires a secondary review of all reports, but this 


requirement was not part of the FFATA desk manual, so it did not occur. 


Recommendation: We recommend the Office of Public Instruction: 


A. Establish internal controls to ensure Federal Funding Accountability and Transparency 


Act (FFATA) reports are submitted, supported and timely. 


B. Review the ESSER I FFATA reports previously submitted and ensure all subawards over 


$30,000 have been reported using the subaward amount. 
C. Comply with reporting requirements for the FFATA. 


Views of Responsible Officials: OPI concurs with this recommendation. For additional 


information regarding OPI’s planned corrective action see the Corrective Action Plan starting on 


page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-039: U.S. Department of Agriculture 
ALN # 10.553, 10.555, 10.556, 10.559, Child Nutrition Cluster 
Grant # 193MT306N1099, 203MT306N1099, 213MT306N 1099, 
213MT306N1199 


Criteria: Federal regulation, 7 CFR 250.12(b), requires the Office of Public Instruction (OPI) to, 
on an annual basis, conduct a physical review of donated food inventories at all storage facilities 
used by the distributing agency (or by a subrecipient distributing agency), and must reconcile 
physical and book inventories of donated foods. The distributing agency must report donated 
food losses to Food and Nutrition Service (FNS) and ensure that restitution is made for such 
losses. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: OPI personnel stated they did not complete a physical inventory in fiscal year 2020. 
In fiscal year 2021, OPI completed a physical inventory and a reconciliation between the 
physical count and OPI’s food tracking system. However, OPI’s reconciliation documentation 
was inaccurate. We noted two discrepancies OPI did not identify, and OPI documented a 
difference that did not exist when we compared OPI’s records to the count. The differences we 
noted above indicate controls are not adequate over the inventory process and OPI has not 
complied with inventory requirements in fiscal years 2020 and 2021. 


Questioned Costs: None. 


Context: We noted a 540-item difference in the peanut butter count vs. OPI’s tracking system 
and another small difference. There were no differences when we compared OPI’s tracking 
system to the warehouse’s documentation, indicating OPI’s physical count was likely incorrect 
and the food was not missing. If they completed a reconciliation to OPI records, we would 
expect them to notice the differences and follow up to determine if the count was inaccurate. 
Our audit tests did not include sampling procedures. 


As part of our consideration of the cause of the control issues, we noted the staff member in 
charge of ordering inventory is also responsible for entering the inventory in the Montana 
Agreement and Payment System (MAPS) and taking the physical inventory count at fiscal year- 
end. We generally expect controls to involve more than one person because someone doing the 
entire process puts them in a position where errors or irregularities may not be detected. Updated 
control procedures need to address this segregation of duties issue. 


Effect: The differences we identified indicate either missing food, inaccurate inventory, or 
inaccurate OPI records in fiscal year 2021. We could not determine if there were similar 
differences in fiscal year 2020 because OPI records were not available compared to warehouse 
records. As explained above, the most likely issue is inaccurate inventory counts. 


Cause: OPI personnel stated they did not complete a physical inventory in fiscal year 2020 
because of the COVID-19 pandemic, but noted the Montana Department of Public Health and 
Human Services warehouse personnel did complete an inventory. OPI received an email from 
the federal government saying another state agency can complete inventory during the pandemic 
but encouraged OPI to participate via video. OPI did not participate via video, and no 
documentation of the inventory count reconciliation to OPI records was maintained. Without a 
reconciliation, no assurance is provided over the completeness and accuracy of OPI records. 


Recommendation: We recommend the Office of Public Instruction: 

A. Establish internal control procedures, including segregating duties, to ensure an annual 
physical inventory is completed, and the inventory is reconciled to office and warehouse 
records. 

B. Comply with federal regulations to complete and document a physical inventory and 
reconciliation to records for donated foods for the Child Nutrition Cluster. 


Views of Responsible Officials: OPI concurs with this recommendation. For additional 
information regarding OPI’s planned corrective action see the Corrective Action Plan starting on 
page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-040: U.S. Department of Agriculture 
ALN # 10.553, 10.555, 10.556, 10.559, Child Nutrition Cluster 
Grant # 193MT306N1099, 203MT306N 1099, 213MT306N1099, 
213MT306N1199 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Controls over testing the information system used to calculate payments for the 
Child Nutrition program are not adequate. 


Questioned Costs: None. 


Context: We asked the Office of Public Instruction (OPI) about internal controls to test the 
Montana Agreement and Payment System’s (MAPS) calculation of the Child Nutrition 
payments. Staff reported completing testing regularly, but testing is not always documented. The 
contractor that maintains MAPS received a System and Organization Controls (SOC) 2 report, 
but OPI did not obtain and review the report until our inquiry. 


Effect: Without assurance over the system via an outside audit of the system or internal testing 
of the system, MAPS can have issues OPI is not aware of, leading to incorrect payments and 
unallowable federal costs. OPI is responsible for calculating the applicable meals times rates 
formula and sending the correct payments to subrecipients. 


Cause: OPI was not aware they should be requesting and reviewing SOC reports, and they 
believe the system does not need to be tested unless there are changes to the system. We believe 
regular system testing is important because the contractor could make changes to the system OPI 
is not aware of. In addition, staff indicated testing the updated rates was likely a regular part of 
OPI’s process. Still, they did not consider it necessary to document their testing unless there was 
a major change to the system. 


Recommendation: We recommend the Office of Public Instruction document internal control 
procedures over the Montana Agreement and Payment System’s calculation of Child Nutrition 
payments to schools to ensure payments recorded in the state’s accounting records and sent to 

subrecipients are correctly calculated. 
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Views of Responsible Officials: OPI concurs with this recommendation. For additional 
information regarding OPI’s planned corrective action see the Corrective Action Plan starting on 
page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-041: U.S. Department of Education 
ALN # 84.027 and 84.173, Special Education Cluster (IDEA) 
Grant # H027A200096, H173A200099, H027A190096, H173A19009 


Criteria: Federal regulation, 2 CFR 200.303, requires the non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


The Office of Public Instruction (OPI) policies require reviewing allocation increases/decreases 
greater than 10% as well as written approval via e-mail and a copy of the signed allocation 
spreadsheet. 


Federal regulation, 34 CFR 300.163, says the State must not reduce the amount of State financial 
support for special education and related services for children with disabilities below the amount 
of support for the preceding year. 


Federal regulation, 2 CFR 200.1, defines period of performance as the total estimated time 
between the start of an initial Federal award and the planned end date. 


Condition: OPI should strengthen internal controls related to IDEA allocations, state 
maintenance of effort, and period of performance. 


Questioned Costs: None 


Context: Most of the money spent on the IDEA program is subgranted to Local Education 
Agencies (LEAs). Therefore, OPI is responsible for calculating and distributing the correct 
funding to each school. OPI uses an allocation spreadsheet for both the general Grants to States, 
IDEA Part B grant, and the preschool grant every fiscal year. We reviewed the four spreadsheets 
for fiscal years 2020 and 2021. OPI did not always follow their own distribution policies during 
the audit period: 


e Review of differences between years greater than 10 percent by LEA and following up 
on unexpected differences did not occur in fiscal year 2020 and 2021. 


e Approval by a secondary reviewer of the allocations was not documented in fiscal year 
2021. 


OPI did not have a control in place to ensure the maintenance of effort requirement was met. OPI 
has a spreadsheet it uses to ensure the amount appropriated is sufficient, but they do not compare 
actual money spent by the state on special education to money spent the previous year. 


OPI uses a reconciliation process comparing the state’s accounting system to the OPI’s grant 
system to track the period of performance. We completed a sample of the 24 monthly 
reconciliations and found two instances out of five tested where numbers on the reconciliations 
were not supported. This was not a statistically valid sample. We completed additional testing 
and did not identify any instances of spending outside the allowed time period. 


Effect: We found no allocation errors, but errors can occur when internal controls aren’t 
followed. Also, noncompliance with federal activities allowed, allowable costs, maintenance of 
effort, and period of performance requirements could occur if controls are not in place and 
working as intended. 


Cause: OPI staff stated the control issues were a result of staffing changes, lack of 
documentation, allocations being finalized amid COVID, and not having staff cross-trained to fill 
in for a staff member on leave. Having a plan on who can cover important controls prior to 
turnover or emergencies can help prevent this situation from occurring. 


Recommendation: We recommend the Office of Public Instruction: 
A. Follow OPI policy related to allocation of grant funds, 
B. Improve controls over period of performance by including cross training for monthly 
reconciliations, and 
C. Improve controls related to state maintenance of effort by reviewing actual state 
expenditures to ensure compliance with federal regulations. 


Views of Responsible Officials: OPI concurs with this recommendation. For additional 
information regarding OPI’s planned corrective action see the Corrective Action Plan starting on 
page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-042: U.S. Department of Education 
ALN # 84.425D, Education Stabilization Fund Under the Coronavirus 
Aid, Relief, and Economic Security Act 
Grant # S425D200006 and S425D210006 


U.S. Department of Agriculture 
ALN # 10.553, 10.555, 10.556, 10.559, Child Nutrition Cluster 
Grant # 203MT306N1099 and 213MT306N1099 


Criteria: Federal regulation, 2 CFR 200.305, requires states follow the treasury state agreement 
(TSA). The TSA is governed by federal regulation, 31 CFR 205, which requires states use the 
reimbursement basis. 


The Child Nutrition TSA requirement is to “request funds weekly on Wednesday, or as 
reasonable to address negative cash needs. . . the amount of the request shall be based on the 
amount of actual program costs incurred during the prior week, Wednesday through Thursday.” 


Per the Educational Stabilization Compliance Supplement 2021, ESSER requires limiting draw 
to as close as administratively feasible to a state’s actual cash outlay for direct program costs and 
proportionate share of any allowable indirect costs. 


Federal regulation, 2 CFR 200.303, requires the non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Internal controls were ineffective for ensuring the Office of Public Instruction (OPI) 
did not have excess cash for the Child Nutrition Cluster and ESSER programs. 


Questioned Costs: None. 


Context: We completed a sample of draws for the Child Nutrition and ESSER programs. One of 
17 Child Nutrition Cluster and one of seven ESSER cash draws tested did not have expenditures 
supporting revenues drawn. There were 24 total months for both of these samples, and the 
sample was not statistically valid. The Child Nutrition Cluster error was a typo where the 
expenditures amount was $317 but $31,700 was requested. The error was corrected in the next 
draw. The other mistake (for ESSER) was drawing for the same $1.7 million expenditure twice. 
OPI noted the error at fiscal year-end and reversed the revenue but did not fix the cash draw. 
There were not ESSER expenses to support the cash on hand for over a month. 


Effect: Per federal regulation, OPI could owe interest on excess cash. With the current interest 
rates, this is likely immaterial, but larger errors could occur in the future if the control deficiency 
is not corrected. 


Cause: The overdraws were due to human error. All cash draws were reviewed by a second 
person, so OPI’s controls should have caught these errors before requesting reimbursement from 
the federal program. The cash draw process at OPI is complex, because there are many federal 
programs. Management should consider adding cash management controls to their monitoring 
process in order to determine a way to improve the current control process, 

so human error is less likely to occur. 


Recommendation: We recommend the Office of Public Instruction: 
A. Enhance cash management internal controls and monitor their effectiveness to ensure 
OPI only requests federal cash for incurred expenditures. 
B. Comply with cash management requirements. 


Views of Responsible Officials: OPI does not concur with this recommendation. While 
management acknowledges there were instances during the audit period where cash was ordered 
in excess of expenditures and the secondary reviewer did not identify the error, they believe 
compensating controls did identify the excess cash resulting in correcting journals for the excess 
funds. For additional information regarding OPI’s planned corrective action, see the Corrective 
Action Plan starting on page D-1. 


Rebuttal of Views of Responsible Officials: We considered OPI’s nonconcurrence with the 
recommendation. The correcting entry for ESSER processed by OPI did not mitigate its 
noncompliance with cash management requirements, because the entry did not affect cash. As 
noted in the finding, there were not ESSER expenses to support the cash on hand for over a 
month. In addition, if internal controls are not working as intended, further noncompliance can 
occur. As such, our recommendation stands. 
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State of Montana 
Schedule of Findings and Questioned Costs 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-043: U.S. Department of Education 
ALN # 84.010, Title I Grants to Local Educational Agencies 
Grant # S010A190026-19A, S010A200026-20A 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Section 1003 (b) of the Elementary and Secondary Education Act (ESEA) requires the Office of 
Public Instruction (OPI) to earmark seven percent of the Title I amount granted to Montana to 
serve schools implementing comprehensive support and improvement activities or targeted 
support and improvement activities. Not less than 95 percent of the earmarked funds must be 
spent on the schools identified. 


Condition: OPI does not have controls in place to ensure compliance with Title I earmarking 
requirements. 


Questioned Costs: We question $40,692 charged to the Title I program. Since we only reviewed 
a portion of the costs, more questioned costs may exist. Additional questioned costs may also 
exist in salary charges. 


Context: The total Title I award to OPI was $50 million. The amount of Title I funding 
earmarked for school improvement activities in fiscal years 2020 and 2021 was approximately 
$3.5 million. Schools identified for improvement can give OPI permission to spend the money 
on serving them, otherwise, OPI would have to send 95 percent of the earmarked funds directly 
to the schools identified for improvement. 


OPI budgets 40 percent of the $3.5 million to OPI activities, and 60 percent as grants to schools. 
OPI spent $729,496 in fiscal year 2020 and $925,453 in fiscal year 2021. We reviewed OPI 
salary charges to the Title I grant but OPI did not track whose time was administrative costs and 
whose time benefited identified schools. Therefore, we could not confirm administration costs 
did not exceed the approximately $175,000 cap, because the 40 percent budgeted to OPI 
activities included both admin and school improvement activities in one accounting code. 


In addition, we tested 17 non-personnel services Title I expenditure transactions and determined 
eight, totaling $40,692 were unsupported. Unsupported costs included costs charged to 
supporting all schools in Montana instead of those schools identified for improvement, costs with 
unclear documentation, or costs for overall Title I administration charged to school improvement 
activities. This was not a statistically valid sample. 


Effect: Without proper controls, OPI is at risk of spending money allocated for school 
improvement on administration. 


Cause: OPI does not monitor the amounts they spend on administration as compared to school 
improvement activities, so cannot demonstrate compliance with federal earmarking regulations. 


Recommendation: We recommend the Office of Public Instruction: 
A. Develop internal controls to ensure earmarked funds are spent on allowable activities and 
improve documentation to support cost allowability. 
B. Comply with Title I earmarking requirements. 


Views of Responsible Officials: OPI concurs with this recommendation. For additional 
information regarding OPI’s planned corrective action see the Corrective Action Plan starting on 
page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
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Section II] — Federal Award Findings and Questioned Costs 


Finding 2021-044: U.S. Department of Education 
ALN # 84.010, Title I Grants to Local Educational Agencies 
Grant # S010A190026-19A, S010A200026-20A 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Elementary and Secondary Education Act (ESEA), Section 8101 (25) B requires local education 
agencies (LEAs) to obtain documentation to confirm that a student has transferred out, emigrated 
to another country, or transferred to a prison or juvenile facility, or is deceased in order to 
remove a student from a cohort. 


Condition: The Office of Public Instruction (OPI) requires each LEA to certify the number of 
graduates and dropouts by the LEA. However, OPI’s certification policy does not include the 
federal requirement that LEAs maintain documentation to confirm the appropriate removal of a 
student from the cohort. In addition, OPI does not have a procedure to monitor LEAs compliance 
with retaining this documentation. 


Questioned Costs: None. 


Context: Federal guidance allows the state’s data system to be official documentation when a 
student transfers schools within the state. We agree, but OPI must communicate to schools when 
they can use the state’s system as documentation and when they cannot. For example, the 
guidance cited by OPI would not apply if the student transferred out of state, moved to home 
school or a juvenile corrections facility, or died. OPI also does not monitor LEAs’ compliance 
with retaining appropriate documentation for removing students from the cohort. 


Effect: Without the required policies and procedures, OPI is not compliant with federal 
regulations related to the Title I program. If LEAs do not know the requirements for removing a 
student from a cohort, they may provide OPI with an inaccurate graduation rate, which makes 
the state’s overall graduation rate inaccurate. 


Cause: As we worked with staff to understand their policies and procedures related to this Title I 
requirement, there was confusion about who was responsible for this federal regulation. Staff 
noted districts remove students from the cohort, not OPI. 


Recommendation: We recommend the Office of Public Instruction: 
A. Develop internal controls that address LEAs responsibilities for documenting the removal 
of a student from the adjusted cohort, and 
B. Monitor the LEA’s adherence to the federal requirements. 


Views of Responsible Officials: OPI concurs with this recommendation. For additional 
information regarding OPI’s planned corrective action see the Corrective Action Plan starting on 
page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-045: U.S. Department of Agriculture 
ALN # 10.551 and 10.561, SNAP Cluster 
Grant # 2020208251443, 2021218251443 


U.S. Department of Health and Human Services 
ALN # 93.558 Temporary Assistance for Needy Families (TANF) 
Grant # 1901MTTANF, 2001IMTTANF, 2101IMTTANF 


Criteria: Federal regulation, 7 CFR 274.1(i)(2), requires a yearly examination of the State 
electronic benefit transfer (EBT) service provider for the SNAP Cluster. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) obtained an 
examination by an independent auditor of the EBT service provider. The report only covered 
three months of the two-year audit period, which is not sufficient for the department to 
demonstrate adequate internal control or compliance with certain SNAP and TANF program 
requirements. 


Questioned Costs: None. 


Repeat Finding: Montana’s Single Audit for the two fiscal years ended June 30, 2019, included 
a recommendation (#2019-008) to obtain an annual SOC-1 Type 2 report over the EBT service 
provider for SNAP and establish and maintain internal controls to ensure SNAP and TANF 
benefit transactions achieve applicable compliance requirements. 


Context: The department uses an EBT provider for its SNAP federal program. The EBT service 
provider is responsible for settlement, or payment, to retailers that have agreed to accept EBT 
cards for food purchases. The same EBT service provider is involved in delivery of benefits for 
the TANF program. 


The following table depicts benefit distributions processed by the EBT service provider: 


Benefits Processed by EBT Service Provider 
Federal Fiscal Year 2020 | Fiscal Year 2021 
Program 
SNAP $161.8 million $229.3 million 
TANF $16.2 million $11.5 million 


Effect: Without assurance over the operating effectiveness and appropriate design and operation 
of controls at the service organization, the department cannot demonstrate adequate internal 
control over EBT payments for the audit period. Because the examination does not cover the 
entire period, the department did not comply with federal SNAP requirements. 


Cause: Historically, as noted by our prior audit, the department did not obtain a SOC-1 Type 2 
report for the EBT service provider. On January 21, 2020, the department instructed the EBT 
service provider to provide a SOC-1 Type 2 report. While the report for July 1, 2020 through 
September 30, 2020 was completed as quickly as possible, it does not provide any assurance 
over processing for fiscal year 2020 and provides limited assurances over fiscal year 2021 
activity. 


Recommendation: We recommend the Department of Public Health and Human Services: 

A. Establish and maintain internal controls to receive and review assurances over the 
EBT service provider for the Supplemental Nutrition Services Program and 
Temporary Assistance for Needy Families program. 

B. Comply with federal regulations for the Supplemental Nutrition Services Program by 
requiring a yearly examination of EBT service provider transaction processing 
regarding the issuance, redemption, and settlement of program benefits and review 
the results. 


Views of Responsible Officials: Based on the department’s inability to fully comply with the 
prior audit recommendation due to timing of when the issue was identified by our prior audit, the 
department conditionally concurs with this recommendation. For additional information 
regarding the department’s planned corrective action see the Corrective Action Plan starting on 
page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-046: U.S. Department of Health and Human Services 
ALN # 93.775, 93.777, and 93.778, Medicaid Cluster 
Grant # 180SMTSMAP, 190S5MTSMAP, 200S5MTSMAP, 210S5MTSMAP 


ALN # 93.767, Children’s Health Insurance Program (CHIP) 
Grant # 1905MT5021, 2005MT5021, 2105MT5021 


Criteria: Federal regulations, 42 CFR 435.914(a) and 42 CFR 457.965, require the Department 
of Public Health and Human Services (department) to include facts to support its eligibility 
decision in each applicant’s case record for Medicaid and CHIP, respectively. 


Federal regulations, 42 CFR 435.603, 42 CFR 457.310 and 457.315, require the use of multiple 
criteria, including household income, when determining eligibility for Medicaid and CHIP. 


As described in the department’s verification plan, if inconsistencies are noted between self- 
attested information and electronic data sources, follow up is necessary in certain situations. For 
income discrepancies, if self-attested income is below the applicable income standard and the 
electronic data source indicates income is above the applicable income standard, and the 
difference between the two is greater than 10 percent, the state is required to request 
documentation to resolve the discrepancy. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The department administers the Medicaid and CHIP programs to provide medical 
coverage to eligible individuals. Department personnel enter the necessary data for eligibility 
determinations into an individual’s case file in the department’s eligibility system, the Combined 
Healthcare Information and Montana Eligibility System (CHIMES). This data is used to 
determine the client’s eligibility for the department’s various eligibility categories based on 
factors including age, household composition, residency, and income. The department’s 
verification plan details how and when each piece of eligibility criteria needs to be verified. 
CHIMES interfaces with various electronic data sources to verify information. CHIMES flags 
discrepancies between the interfaces and self-attested information, and the state’s verification 
plan requires follow-up on the discrepancies. 


As part of our testing, we identified instances where the department did not consistently verify 
eligibility factors per the state’s verification plan, fully document and support eligibility 
decisions in case files, or place individuals in the correct eligibility categories. We determined 


the department’s internal controls were insufficient to comply with federal regulations for both 
the Medicaid and CHIP programs. In addition, we also identified instances where eligibility 
related processes were inconsistently applied across applications. 


Questioned Costs: Known questioned costs for the cases in which the eligibility determination 
or eligibility category was incorrect totaled $34,517 and $10,019 for Medicaid and CHIP, 
respectively. Known questioned costs for the case where the individual was not eligible for any 
CHIP or Medicaid eligibility category totaled $1,483 in federal CHIP funds. Overall, federal 
questioned costs for the full population of both Medicaid and CHIP programs are likely to 
exceed the known costs discussed above. For all issues identified in both programs, known or 
likely questioned costs exceed the $25,000 threshold for federal reporting. 


Context: 

Eligibility Issues 

We performed a sample of Medicaid and CHIP eligibility determinations for individuals for 
fiscal years 2020 and 2021, which consisted of control and compliance testing. The total 
population of Medicaid and CHIP cases for the audit period totaled 472,447. For control testing, 
the populations for Medicaid and CHIP were combined. We selected a sample of 64 to test 
internal controls (48 Medicaid and 16 CHIP). For compliance testing, the Medicaid and CHIP 
programs were separately analyzed, so 60 sample items were selected from each Medicaid and 
CHIP for 120 total sample items. This was not a statistically valid sample. 


From the sample, we identified 19 cases with control issues, compliance issues, or both. The 
types of issues we identified in our testing are described below followed by tables summarizing 
the issues by case. 


e Instances where eligibility information was not verified or discrepancies were not 
followed up on timely as required by the verification plan. 


e Income used in eligibility determinations was not fully supported in the case file. 
Evidence in the case file was not sufficient to support the income used in the eligibility 
determination. As a result, we could not verify whether the income was correct. 


e Income used in determining eligibility was incorrect per support in the case file. 
e Residency and/or household composition is not supported in the case file. 


e Eligibility criteria used in the determination was incorrect, but the eligibility category 
was correct. 


e Eligibility criteria used in the determination was incorrect and as a result, the eligibility 
category was incorrect. 


e The case file was fully supported, but the department’s eligibility determination was 
incorrect. 


e The case file was not fully supported and as a result the department’s eligibility 
determination was incorrect. 
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Medicaid Eligibility Issues in Tested Cases 


Medicaid Eligibility Issues 


Types of Issues 
as described above 


Eligibility information wa 


Income used in eligibility 


supported 


verified or discrepancies were 
not followed up on promptly 


determinations was not fully 


Case #1 #2 #8 Be 


s not 


eligibility was incorrect 


was correct 


category incorrect 


Case file was not fully 


Income used in determining 


Residency and/or household 
composition is not supported 


Eligibility criteria used was 
incorrect, but eligibility category 


Eligibility criteria used was 
incorrect making the eligibility 


Case file was fully supported, 
but department’s eligibility 
determination was incorrect 


supported making department's 
eligibility determination incorrect 


CHIP Eligibility Issues in Tested Cases 
CHIP Eligibility Issues 


Type of Issues 
as described above 


Case #1 #2 


#3 #4 #5 #6 #7 


#8 


#9 #10 #11 #12 


Eligibility information was not 
verified or discrepancies were 
not followed up on promptly 


x 


Income used in eligibility 
determinations was not fully 
supported 


x| |x x 


x 


Income used in determining 
eligibility was incorrect 


x 


Residency and/or household 
composition is not supported 


KX 


LaShes 


Kx 


Eligibility criteria used was 
incorrect, but eligibility category 
was correct 


Eligibility criteria used was 
incorrect making the eligibility 
category incorrect 


Case file was fully supported, 
but department’s eligibility 
determination was incorrect 


Case file was not fully 
supported making department’s 
eligibility determination incorrect 


Based on the issues identified above, there were ten cases (three Medicaid and seven CHIP) in 
which the eligibility determination or eligibility category was incorrect. In some cases, while the 
individual was placed in the wrong category, both categories were in the same federal program, 
so there are no related questioned costs. There were two cases identified where the individuals 
were eligible but placed into a category in the wrong federal program, resulting in the application 
of the wrong federal match percentage. There was one CHIP case identified where the 
individual was not eligible for any CHIP or Medicaid eligibility category. 


Inconsistencies 
We identified the following types of inconsistences: 


e Income 


o Income support can be provided by applications in a weekly or biweekly form, 
this income is then multiplied by a factor to estimate monthly income per the 
department’s manual. While the department manual discusses the need to factor 
income, it does not specify how this should be done. We noted several instances 
where different factors were used to determine monthly income. For example, 
when projecting biweekly pay period incomes for a month, some calculations 
used a factor of 2.0 and others used 2.15. 


o Insome cases, applicants provide multiple pay stubs to support their income. The 
department’s manual is not clear in how many pay stubs should be used. We 
identified calculations in which the case workers used all provided pay stubs in 
determining income, while others used only the most recent pay stub. 


co Reported overtime or weekend wages were not treated consistently. In comes 
cases, the amounts were included with normal wages, while in others they were 
considered separately. 


e Transitional coverage 


o Incertain situations, the department may provide transitional coverage to parents 
and children for up to six months following an Affordable Care Act Medicaid 
case closure. We identified instances involving similar circumstances where the 
application of transitional coverage for children in CHIP categories was used 
differently. For example, in one case while the adult moved to transitional 
coverage, the children were reauthorized in a CHIP category. In a similar case, 
the entire household was moved to transitional coverage even though the children 
were still eligible for a CHIP category. 


Repeat Finding: Montana’s Single audit for the two fiscal years ended June 30, 2019, included 
a recommendation (#2019-001) to the department to establish and maintain internal controls to 
timely verify client eligibility factors and comply with federal regulations and state plan 
requirements by placing only eligible clients into correct eligibility categories. 


Effect: The department is not in compliance with federal requirements and is at risk of not 
making uniform eligibility decisions and potentially placing individuals in wrong eligibility 
categories without consistent application of the eligibility determination process. For the 
inconsistencies noted, we did not identify errors in eligibility determinations. However, cases 
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with income close to a category income threshold could result in income calculations that result 
in different eligibility determinations. 


Cause: We discussed each of the case files, and the results of our testing with the department 
during the audit. Based on those discussions, the department agrees there are issues with 11 of 
the cases summarized above. For these cases, our audit procedures and conversations with 
department personnel indicate the errors resulted from human error in the determination process. 
For the other cases, including those where we determined verification did not occur or case files 
did not contain appropriate support, the department does not agree. In some cases, the 
department was able to find support or explain why an eligibility decision was made. While we 
considered this additional information, if the information was not sufficiently documented or 
supported in the case at the time of determination, we concluded the case file was not supported. 
For the inconsistencies noted, the department believes the specific facts of individual cases 
explain different treatments between cases and different treatments would not cause errors in 
eligibility determinations. 


Recommendation: We recommend the Department of Public Health and Human Services 
revise its policies and procedures for Medicaid and Children’s Health Insurance Program and 
provide training to case workers to: 
A. Ensure eligibility elements and decisions are documented and supported by the case file. 
B. Follow up on differences and make changes to case files as required by the department’s 
verification plan. 
C. Comply with federal regulations and state plan requirements by placing only eligible 
clients into correct eligibility categories. 
D. Improve guidance to ensure consistent calculation of the household income used to 
determine eligibility. 
E. Consistently apply the transitional period for children enrolled in the Children’s Health 
Insurance Program. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-047: U.S. Department of Health and Human Services 
ALN # 93.775, 93.777, and 93.778, Medicaid Cluster 
Grant # 180SMTSMAP, 190S5MTSMAP, 200S5MTSMAP, 210SMTSMAP 


ALN # 93.767, Children’s Health Insurance Program (CHIP) 
Grant # 1905MT5021, 2005MT5021, 2105MT5021 


Criteria: Federal regulation, 42 CFR 435.914(a), requires the Department of Public Health and 
Human Services (department) to include facts to support its eligibility decision in each 
applicant’s case record for Medicaid and CHIP. 


Federal regulation, 42 CFR 435.916(a)(1), states the eligibility of Medicaid beneficiaries whose 
financial eligibility is determined using MAGI-based income must be renewed once every 
12 months, and no more frequently than once every 12 months. 


Federal regulation, 42 CFR 457.343, requires the department to apply the renewal procedures 
described in 42 CFR 435.916 in administering a separate CHIP. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The department’s eligibility redetermination processes for Medicaid and CHIP can 
be improved. While we did not identify any timeliness issues related to redeterminations during 
the audit period, we did identify some overall system issues with the eligibility redetermination 
process. 


Questioned Costs: None. 


Context: The department administers the Medicaid and CHIP programs to provide medical 
coverage to eligible individuals. Once individuals are enrolled, they have a 12-month continuous 
eligibility period, a renewal process is completed at the end of the period, and eligibility is 
redetermined. For eligibility categories under the Affordable Care Act (ACA), the 
redetermination is an automated process within the department’s eligibility system, the 
Combined Healthcare Information and Montana Eligibility System (CHIMES). During the 
COVID-19 public health emergency, the department suspended the renewal process under 
multiple waivers. 
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As part of reviewing eligibility determinations, we evaluated whether required eligibility 
renewals and redeterminations occurred during the audit period. We considered the effects of 
the changes in process under the COVID-19 public health emergency in evaluating whether 
redeterminations were done timely. Overall system issues with the eligibility redetermination 
process are discussed in more detail below: 


e For the automatic renewal process in CHIMES, we identified instances where the 
eligibility redetermination did not include all income types. Overall, the CHIMES 
renewal process includes data matches for state wage information and unemployment 
benefits but does not consider other income types including self-employment income or 
unearned income, such as pension or rental income. We also identified instances where 
only the individual’s income was used in redetermination instead of the household’s 
income, which should be used for eligibility determinations. The department represented 
this issue has since been fixed in the CHIMES system. 


e For automatic renewals, we identified instances where the system indicated the automatic 
renewal failed or there were incompatibilities identified with electronic data matches, yet 
the case was renewed without explanation or documentation in the case file. 


e The manual renewal process allows renewals to be completed without the system 
recalculating eligibility based on updated income unless a case worker manually selects 
the option to recalculate in the system. The income information is pulled forward from 
previous eligibility determinations in this situation. 


Effect: For automatic renewals, the design of the renewal process in CHIMES creates a risk that 
the incorrect income amount is used in determining eligibility at renewal. Without proper 
documentation of decisions made during the renewal process, the department is at risk of 
noncompliance with federal regulations requiring case files to include facts to support eligibility 
determinations. For manual renewals, there is a risk income will not be recalculated as part of 
the renewal process, resulting in incorrect eligibility determinations. 


Cause: The department agrees with the manual renewal income recalculation issue. They 
represented they will implement improvements to the renewal process, ensuring recalculation of 
income does not rely on case workers selection in CHIMES. While the department does not 
agree with the auto renewal issues resulting in errors in eligibility determinations, they made 
some changes to the renewal process in CHIMES and indicated more improvements will be 
made following the public health emergency. 


Recommendation: We recommend the Department of Public Health and Human Services 
enhance internal controls for Medicaid and Children’s Health Insurance Program to ensure 
annual redeterminations are completed accurately using up-to-date information and cases are 
fully supported as required by federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-048: U.S. Department of Health and Human Services 
ALN # 93.767, Children’s Health Insurance Program (CHIP) 
Grant # 190S5MT5021, 2005MT5021, 2105MT5021 


Criteria: Federal regulation, 42 CFR 457.320(a)(2), sets the age limit for CHIP eligibility at up 
to age 19. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) administers 
CHIP to provide medical coverage to eligible children under the age of 19. Our testing 
determined the department does not consistently ensure individuals are removed from CHIP once 
they turn 19 and age out of the program. 


Questioned Costs: None. 


Context: From our sample of 60 individuals enrolled in CHIP, we identified two instances 
where individuals aged out, but they were not properly removed from the program when they 
turned 19. For these instances, the individuals aged out in 2017, but remained in the CHIP 
program during the audit period. This sample was not statistically valid. 


Additionally, through our testing, we identified four additional individuals who aged out of the 
program during the COVID-19 public health emergency. These individuals were enrolled in 
Healthy Montana Kids (HMK) Plus Expansion, which is a CHIP-funded category that receives 
Medicaid Benefits coverage. During the public health emergency, the department accepted an 
enhanced federal match for benefits payments. In order to receive the enhanced federal match, 
the federal government prohibited removing Medicaid coverage from individuals who had 
coverage at the start of the public health emergency. Since these cases were receiving Medicaid 
coverage, the department was prohibited from removing the individuals from the program. 


Under the public health emergency requirements, the department could evaluate aged out 
individuals for a Medicaid program and transition them to continue coverage, but they were not 
required to transition individuals. Since the end of the audit period, the department has 
completed some administrative reviews of specific cases and moved eligible individuals to adult 
Medicaid programs. As a result of the public health emergency requirements, we did not take 
issue with these four cases. 
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Effect: The department is not in compliance with federal regulations for CHIP. 
Department personnel represented the benefits claims processing system for CHIP also 
has additional controls in place to ensure claims are not paid under these eligibility 
categories if the individual is aged out. We confirmed there were no benefits paid out for 
these two cases during the audit period. However, for one case, claims were paid for the 
individual prior to the audit period, but after the individual aged out. 


Cause: The department’s eligibility system, the Combined Healthcare Information and 
Montana Eligibility System (CHIMES), is designed to auto-close CHIP cases at the end 
of the month the individual turns 19. The system creates a task for a case worker to 
complete a review to determine if the individual is eligible for Medicaid programs. 
However, if the case has another open task in CHIMES, the auto-close process cannot be 
completed. In these situations, a separate task is created for a case worker to manually 
close the case. For the two cases identified, the department acknowledges CHIMES had 
open tasks requiring a manual closeout. Per department personnel, the department had a 
significant backlog of case tasks to complete, so the close outs did not happen timely. 


Recommendation: We recommend the Department of Public Health and Human 
Services: 

A. Enhance internal controls to ensure compliance with federal regulations related to 
individuals who have aged out of Children’s Health Insurance Program funded 
program. 

B. Comply with federal regulations by removing individuals from Children’s Health 
Insurance Program funded programs who have turned 19. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the 
Corrective Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-049: U.S. Department of Health and Human Services 
ALN # 93.775, 93.777, and 93.778, Medicaid Cluster 
Grant # 18305MTSMAP, 190S5MTSMAP, 2005MTSMAP, 210SMTSMAP 


Criteria: NCCI Technical Guidance Manual paragraphs 7.1.2 and 7.1.3 states the department 
may share quarterly Medicaid NCCI edit file with any entity assisting with implementation of the 
state’s Medicaid NCCI program in processing of claims, only when appropriate confidentiality 
agreements are in place. The manual requires, at a minimum, that certain elements are included 
in the confidentiality agreements. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) does not have 
confidentiality agreements with contracted parties prior to sharing Medicaid National Correct 
Coding Initiative (NCCI) edit files as required by the NCCI Technical Guidance Manual. 


Questioned Costs: None. 


Context: The department is required to incorporate NCCI methodologies into the state Medicaid 
program. The NCCI methodologies are a set of claim edits created by the federal government to 
promote correct coding, prevent coding errors, and reduce improper payments related to 
Medicaid claims. The state contracts with an entity to perform claims processing for the 
Medicaid program. This contractor has a subcontractor responsible for implementing a portion 
of the NCCI edit check methodologies for the state’s Medicaid claims. The department 
downloads the quarterly edit files from the federal government through a secure portal. The edit 
files are then sent directly to the subcontractor for use in implementing the NCCI edits. 


The requirements established in the NCCI manual apply to all subcontractors with whom the 
department shares edit files. Since the department shares the confidential edit files with the 
subcontractor, a confidentiality agreement should be in place. While the department has some 
confidentiality agreements in place through its contractor, the specific elements required by the 
manual are not included. 


Effect: The department is not in compliance with federal requirements. Additionally, without the 


required confidentiality agreements, there is increased risk edit files may be used inappropriately 
by entities outside the department. 
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Cause: The department was unaware of the requirement to have a confidentiality agreement. 
Additionally, the department believes its already existing confidentiality agreement with its 
contractor was sufficient to cover the NCCI processing. 


Recommendation: We recommend the Department of Public Health and Human Services 
A. Enhance internal controls to ensure compliance with Medicaid NCCI confidentiality 
agreement requirements. 
B. Obtain a confidentiality agreement with any contracted party and their subcontractors 
prior to sharing Medicaid NCCI edit files per federal requirements. 


Views of Responsible Officials: The department conditionally concurs with this 
recommendation. The department disagrees that without the required confidentiality agreement, 
there is increased risk the edit files may be used inappropriately as they have general 
confidentiality provisions in place. However, since the end of the audit, the department has 
obtained a confidentiality agreement with the Medicaid NCCI subcontractor. For additional 
information regarding the department’s planned corrective action see the Corrective Action Plan 
starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-050: U.S. Department of Health and Human Services 
ALN # 93.767, Children’s Health Insurance Program (CHIP) 
Grant # 1905MT5021, 2005MT5021, 2105MT5021 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) does not review 
the System and Organization Controls (SOC) report for the CHIP claims processing vendor. It is 
the department’s responsibility to review the SOC report to confirm no additional work is 
necessary to ensure proper claims processing. 


Questioned Costs: None. 


Context: The department contracts with an entity for claims processing for provider payments 
on CHIP claims. The department obtains a SOC report for the contractor which provides 
assurance over data processing and internal controls. The SOC reports obtained during the audit 
period did not identify significant issues over the vendor’s processing of claims. 


Effect: By not reviewing the SOC report, the department risks being unaware of system issues 
affecting the services it receives from the claims processor. Additionally, the department is at 
risk of not implementing all of the necessary compensating user entity controls. 


Cause: Department staff indicated they do not review the SOC reports for the claims processing 
vendor as they are not considered part of the standard reporting requirement of its contract with 
the vendor. However, department staff represented they are very involved with the vendor and 
receive and review multiple other reports from the vendor that provide assurance as to whether 
the claims processing system is working properly. 


Recommendation: We recommend the Department of Public Health and Human Services 
review the SOC report for the Children’s Health Insurance Program claims processor, and 
document this review, to ensure there are no issues with the services received from the vendor 
and to ensure all necessary compensating controls are implemented. 


Views of Responsible Officials: The department concurs with this recommendation. For 


additional information regarding the department’s planned corrective action, see Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-051: U.S. Department of Health and Human Services 
ALN # 93.658, Foster Care — Title IV-E 
Grant # 2107MTFOST, 2007MTFOST, 1907MTFOST 


Criteria: Federal regulation, 45 CFR 75.352, requires the Department of Public Health and 
Human Services (department) to ensure that every subaward is clearly identified to the 
subrecipient as a subaward and includes the required information at the time of the subaward and 
if any of these data elements change, include the changes in subsequent subaward modification. 
When some of this information is not available, the pass-through entity must provide the best 
information available to describe the Federal award and subaward. Required information 
includes, but is not limited to: 


e Subrecipient name and subrecipient’s unique entity identifier, 

e Federal award identification number, 

e Date the state’s federal award was signed by the federal awarding agency, 

e Subaward start and end dates, 

e Amount of federal funds obligated to the subrecipient with the current agreement, 


e Total amount of federal funds obligated to the subrecipient including the current 
agreement, 


e Applicable indirect cost rates for the federal award, 


e Assistance Listings Number (formerly known as Catalog for Federal Domestic 
Assistance number) and title, 


e Federal awarding agency, 
e Department name and contact information, 


e Federal award project description, as required to be responsive to Federal Funding 
Accountability and Transparency Act (FFATA), 

e Permission for department officials and auditors to have access to the 
subrecipient’s records, and 


e Terms and conditions concerning the closeout of the award. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Subrecipients for the department’s Foster Care program include tribal governments 
and institutions of higher education. In response to our prior audit recommendations, in the fall 
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of 2019 the department sent memos to tribes disclosing what is required by the federal 
government, and subsequently signed amended contracts containing what the department 
believed to be the required subrecipient disclosures. The department also renewed or amended 
agreements with two institutions of higher education. However, required items were still omitted, 
and the department’s controls did not detect or correct omissions in subrecipient agreements for 
the Foster Care program, resulting in noncompliance with federal regulations. 


Questioned Costs: None. 


Context: Amended tribal agreements included a list of disclosures, but not all the disclosures 
were included correctly. We identified inaccuracies or omissions including the federal award 
date, the name of the federal awarding agency, the assistance listing number, the amount of 
federal funds obligated by the current agreement, and the cumulative amount of federal funds 
obligated to the subrecipient. 


The department executed a new contract with a university in June 2020 and included most 
contract disclosures. However, the department omitted the federal award identification number, 
name of the federal awarding agency, and amount made available under the federal award from 
the university agreement. Additionally, the department omitted nearly all contract disclosures 
from its September 2020 contract amendment with a college. The original college contract was 
also missing the disclosures, as reported in our prior audit. 


While we agree certain specific information may be unavailable at the time of the award, the 
department can improve the accuracy and content of its subrecipient contract disclosures. 
Additionally, the department can use subsequent subaward modifications to notify the 
subrecipient when data elements change. 


Repeat Finding: In Montana’s Single Audit for the two fiscal years ended June 30, 2015, we 
recommended (#2015-014) the department properly classify its agreements with the state’s tribal 
organizations as subrecipients and comply with all federal regulations regarding subrecipients. 
Because the department had incorrectly classified the tribal organizations as vendors rather than 
subrecipients, the related agreements with the tribal organizations were missing required 
subrecipient disclosures. In Montana’s Single Audit for the two fiscal years ended June 30, 
2017, we concluded the recommendation was partially implemented and made no further 
recommendation because the department represented it intended to include the subrecipient 
language in the next tribal agreements which were due in fiscal year 2018. In Montana’s Single 
Audit for the two fiscal years ended June 30, 2019, we recommended (#2019-016) the 
department establish and document internal controls to ensure required subrecipient disclosures 
are included in Foster Care contract agreements prior to signature and ensure required 
subrecipient disclosures are included in Foster Care contract agreements, as required by federal 
regulations. 


Effect: The department has not complied with federal regulations regarding required 
subrecipient disclosures. Because contract information is used to complete Federal Funding 
Accountability and Transparency Act (FFATA) reporting, omitted, incomplete, and inaccurate 
contract disclosures put the department at risk for inaccurate federal reporting. Additionally, 
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failure to provide subrecipients with the required federal award information increases the risk of 
subrecipient noncompliance with federal requirements. 


Cause: Department staff indicated they included vague information in the contract disclosures 
because certain information was not available at the time of the subaward. Additionally, 
department staff indicated the Foster Care program is an entitlement program, and as such, the 
department does not always know the actual grant number from which they will compensate the 
subrecipient. 


Recommendation: We recommend the Department of Public Health and Human Services: 
A. Establish and document internal controls to ensure required subrecipient disclosures are 
included in Foster Care contract agreements prior to signature. 
B. Ensure the required subrecipient disclosures are included correctly in Foster Care 
subrecipient agreements, as required by federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-052: U.S. Department of Health and Human Services 
ALN # 93.323, Epidemiology and Laboratory Capacity for Infectious 
Diseases (ELC) 
Grant # NUSOCK000500 


Criteria: Federal regulation, 45 CFR 75.352(a), requires the Department of Public Health and 
Human Services (department) to ensure that every subaward is clearly identified to the 
subrecipient as a subaward and includes the required information at the time of the subaward and 
if any of these data elements change, include the changes in subsequent subaward modification. 
When some of this information is not available, the pass-through entity must provide the best 
information available to describe the Federal award and subaward. Required information 
includes, but is not limited to: 


e Subrecipient name and subrecipient’s unique entity identifier, 

e Federal award identification number, 

e Date the state’s federal award was signed by the federal awarding agency, 

e Subaward start and end dates, 

e Amount of federal funds obligated to the subrecipient with the current agreement, 


e Total amount of federal funds obligated to the subrecipient including the current 
agreement, 


e Applicable indirect cost rates for the federal award, 


e Assistance Listings Number (formerly known as Catalog for Federal Domestic 
Assistance Number) and title, 


e Federal awarding agency, 
e Department name and contact information, 


e Federal award project description, as required to be responsive to Federal Funding 
Accountability and Transparency Act (FFATA), 

e Permission for department officials and auditors to have access to the 
subrecipient’s records, and 


e Terms and conditions concerning the closeout of the award. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 
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Condition: The department did not establish internal controls to ensure subrecipient agreements 
include required disclosures, resulting in omissions in ELC subrecipient agreements. 


Questioned Costs: None. 


Context: Before the Coronavirus Aid, Relief, and Economic Security (CARES) Act, the 
department incurred less than $3 million in federal expenditures annually for the ELC award. 
When federal funding increased exponentially in response to the COVID-19 public health 
emergency, the department amended existing subaward agreements with various county 
governments to better position the state in responding to the pandemic. We conducted a sample 
of six of the department’s 27 subrecipient agreements for the ELC award and identified missing 
subrecipient contract disclosures in all six agreements. The sample was not statistically valid. 
Based on information from department staff, this noncompliance is pervasive to all subrecipient 
agreements for the ELC award. 


Effect: The department has not complied with federal regulations regarding required 
subrecipient disclosures. Additionally, failure to provide subrecipients with the required federal 
award information increases the risk of subrecipient noncompliance with federal requirements. 


Cause: Per our review of the department’s county master contract agreement and task order 
amendment templates, the required contract disclosure prompt is included in the master contract 
agreement template. However, the templates are not clear as to when the disclosures are 
required. Additionally, based on discussion with the department, training is needed to ensure 
program and fiscal staff are aware of subrecipient contract disclosure requirements. 


Recommendation: We recommend the Department of Public Health and Human Services: 

A. Provide training to staff regarding federal requirements for agreements with 
subrecipients. 

B. Establish and document internal controls to ensure required subrecipient disclosures are 
included in Epidemiology and Laboratory Capacity for Infectious Diseases subrecipient 
agreements prior to signature. 

C. Ensure the required subrecipient disclosures are included correctly in Epidemiology and 
Laboratory Capacity for Infectious Diseases subrecipient agreements and contract 
amendments, as required by federal regulations. 

D. Modify its Master Agreement and Task Order Contract Amendment templates for county 
government agreements to make it clear the federal contract disclosures are required for 
Epidemiology and Laboratory Capacity for Infectious Diseases subrecipient agreements. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-053: U.S. Department of Health and Human Services 
ALN # 93.558, Temporary Assistance for Needy Families (TANF) 
Grant # 19001MTTANF, 2001MTTANF, 2101MTTANF 


Criteria: Federal regulation, 45 CFR 75.352(a), requires the Department of Public Health and 
Human Services (department) to ensure that every subaward is clearly identified to the 
subrecipient as a subaward and includes the required information at the time of the subaward and 
if any of these data elements change, include the changes in subsequent subaward modification. 
When some of this information is not available, the pass-through entity must provide the best 
information available to describe the Federal award and subaward. Required information 
includes, but is not limited to: 


e Subrecipient name and subrecipient’s unique entity identifier, 

e Federal award identification number, 

e Date the state’s federal award was signed by the federal awarding agency, 

e Subaward start and end dates, 

e Amount of federal funds obligated to the subrecipient with the current agreement, 


e Total amount of federal funds obligated to the subrecipient including the current 
agreement, 


e Applicable indirect cost rates for the federal award, 


e Assistance Listings Number (formerly known as Catalog for Federal Domestic 
Assistance number) and title, 


e Federal awarding agency, 
e Department name and contact information, 


e Federal award project description, as required to be responsive to Federal Funding 
Accountability and Transparency Act (FFATA), 

e Permission for department officials and auditors to have access to the 
subrecipient’s records, and 


e Terms and conditions concerning the closeout of the award. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 
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Condition: Department controls did not prevent or detect and correct the missing required 
subaward disclosures for the 24 subaward agreements for the TANF program during the audit 
period. 


Questioned Costs: None. 


Context: The department contracts with 12 subrecipient entities, called Pathways Providers, to 
manage the cases of the clients who are eligible for TANF and who need assistance to achieve 
household stability of their finances. We reviewed the 24 agreements in place during the audit 
period and identified all subrecipient agreements contained incorrect or missing information. 
Specific errors included incorrect funding source, federal award date, and subaward period of 
performance start and end dates. Agreements also omitted the name of the federal awarding 
agency. 


Effect: The department has not complied with federal regulations regarding required 
subrecipient disclosures. Because contract information is used to complete Federal Funding 
Accountability and Transparency Act (FFATA) reporting, omitted, incomplete and inaccurate 
contract disclosures put the department at risk for inaccurate federal reporting. Additionally, 
failure to provide subrecipients with the required federal award information increases the risk of 
subrecipient noncompliance with federal requirements. 


Cause: Department internal controls were insufficient to identify the omitted or inaccurate 
information. Although the department’s contract template includes a placeholder for the required 
contract disclosures, this section was improperly modified in the signed contract agreements. 


Recommendation: We recommend the Department of Public Health and Human Services: 

A. Establish and document internal controls to ensure required subrecipient disclosures are 
included in Temporary Assistance for Needy Families contract agreements prior to 
signature. 

B. Ensure the required subrecipient disclosures are included correctly in Temporary 
Assistance for Needy Families subrecipient contract agreements, as required by federal 
regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-054: U.S. Department of Health and Human Services 
ALN # 93.323, Epidemiology and Laboratory Capacity for Infectious 
Diseases (ELC) 
Grant # NUSO0CK000500 


Criteria: Federal regulation, 45 CFR 75.352(d) through (e), requires the Department of Public 
Health and Human Services (department) monitor the activities of the subrecipient as necessary 
to ensure the subaward is used for authorized purposes, in compliance with federal statutes, 
regulation, and terms and conditions of the subaward, and subaward performance goals are 
achieved. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Department procedures did not include post-award monitoring of subrecipients for 
the federal ELC award, and the department has not complied with the requirements. 


Questioned Costs: None. 


Context: The department amended existing subaward agreements with various county 
governments to better position the state in responding to the pandemic, resulting in subaward 
agreements with 27 county governments. The department did not provide evidence of post-award 
monitoring for any of the six county subaward agreements included in our sample. This was not 
a statistically valid sample. This applies to all county subaward agreements based on discussion 
with the department. 


Effect: The department has not complied with federal regulations requiring post-award 
monitoring of it subrecipients, which means risk exists that federal funds were not expended in 
accordance with federal award requirements. 


Cause: Based on discussion with department staff, they were unaware of the degree of 
subrecipient monitoring required for the subaward agreements. 


Recommendation: We recommend the Department of Public Health and Human Services: 
A. Establish and document internal controls for the federal Epidemiology and Laboratory 
Capacity for Infectious Diseases to ensure subrecipients use funds for authorized 
purposes, comply with federal statutes, regulations, and terms and conditions of the 
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subaward agreement, and performance goals are achieved, as required by federal 
regulations. 

B. Conduct monitoring of subrecipients of the federal Epidemiology and Laboratory 
Capacity for Infectious Diseases award, as required by federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-055: U.S. Department of Health and Human Services 
ALN # 93.323, Epidemiology and Laboratory Capacity for Infectious 
Diseases (ELC) 
Grant # NUS50CK000500 


Criteria: Federal regulation, 2 CFR 200.331, describes the characteristics for subrecipients and 
contractors. Subrecipient characteristics include the use of federal funds to carry out the federal 
program for a public purpose, as opposed to contractor characteristics of providing goods or 
services for the benefit of the pass-through entity. This federal regulation was renumbered to 

2 CFR 200.332 during the audit period. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) misclassified 
certain agreements as contractor, rather than subrecipient, agreements and has therefore not 
complied with federal subrecipient monitoring requirements. 


Questioned Costs: None. 


Context: As part of our audit, we reviewed payments from the ELC program to entities the 
department classified as subrecipients and contractors. In reviewing the underlying agreements, 
we identified the following situations where entities were misclassified as contractors rather than 
as subrecipients. 


e The department contracts with a university to maintain full-time equivalent (FTE) 
positions to assist the department in increasing public health system ability to 
respond to antibiotic resistant threats. 

e The department entered into agreements with three Montana hospitals. The 
agreements were to dedicate FTE positions to increasing the statewide laboratory 
capacity in response to the COVID-19 public health emergency. 


Both the university and the hospital agreements are established to help position the state to better 
respond to infectious disease and not to provide services directly to the department. As such, 


these should be classified as subrecipient rather than contractor agreements. 


Effect: By misclassifying the agreements with the university and the three hospitals, the 
department has not complied with federal requirements for subrecipients, such as providing 
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federal award information to the entity, assessing risk for the entity, and conducting post-award 
monitoring of the entity. Misclassification also increases the risk that use of funds will not fully 
align with the purpose of the federal program. 


Cause: Department procedures did not include formal consideration of subrecipient or contractor 
classification for university and hospital agreements at the time the agreements were established. 


Recommendation: We recommend the Department of Public Health and Human Services: 

A. Establish internal control review procedures to document consideration of contractor or 
subrecipient classification at the time of entering into contract agreements for the 
Epidemiology and Laboratory Capacity for Infectious Diseases federal award. 

B. Properly classify agreements as subrecipient or contractor relationships for the 
Epidemiology and Laboratory Capacity for Infectious Diseases federal award, as required 
by federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-056: U.S. Department of Health and Human Services 
ALN # 93.558, Temporary Assistance for Needy Families (TANF) 
Grant # 1901IMTTANF, 2001IMTTANF, 2101MTTANF 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: There are no Department of Public Health and Human Services (department) level 
controls over the accuracy and completeness of the ACF-199 TANF Data Report prior to its 
submission to the federal government. 


Questioned Costs: None. 


Context: The department uses its Combined Healthcare Information and Montana Eligibility 
System-Enterprise Architecture (CHIMES) system to determine TANF eligibility and benefit 
amounts. A contractor for the department uses the CHIMES system to submit the TANF ACF- 
199 report on behalf of the department. While the department represents it tested ACF-199 
report functionality with CHIMES implementation in approximately 2012 and retests and 
validates with system enhancements, the department did not provide this evidence for our 
consideration. As such, there is no current system assurance available for report accuracy and 
completeness. Our audit did not identify material noncompliance in the department’s ACF-199 
reports. 


Effect: Without department-level controls to review the file for accuracy and completeness prior 
to submission and in the absence of documentation of initial and ongoing testing of the 
CHIMES-EA, the department is unable to demonstrate adequate internal control over its ACF- 
199 reports. 


Cause: The department believes its up-front data collection procedures within the eligibility 
system as well as validation of the data file in the state/federal exchange are controls sufficient 
for its ACF-199 reports. 


Recommendation: We recommend the Department of Public Health and Human Services 
document department-level internal controls to ensure complete and accurate reporting for the 
Temporary Assistance for Needy Families ACF-199 reports. 
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Views of Responsible Officials: The department concurs with this recommendation. For 


additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


C-163 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-057: U.S. Department of Health and Human Services 
ALN # 93.568, Low-Income Home Energy Assistance 
Grant # 18BIMTLIEA, 19BIMTLIBA, 2001MTLIEA, 2101MTLIEBA, 
2001MTESC3 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: There are no documented Department of Public Health and Human Services 
(department) level controls to confirm accuracy and completeness of information system 
generated extracts used to populate two required annual reports of the Low-Income Home 
Energy Program (LIHEAP) prior to submission to the federal government. 


Questioned Costs: None. 


Context: As part of our audit, we reviewed four different reports the department is required to 
submit to the federal government for LIHEAP. Of the four types of reports, two are generated 
using extracts ran out of the department’s case management information system. The case 
management system is used for intake of client data and eligibility data as well as other uses for 
the federal program. 


Department staff also communicated that the information entered into the case management 
system is reviewed and monitored. Although the department does review and monitor this 
activity, these types of reviews do not address whether the system extracts are complete and 
accurate for reporting purposes. While we identified a lack of controls, we did not identify errors 
in our testing of the reports submitted to the federal government. 


Effect: The department cannot demonstrate compliance with federal regulation requirements to 
maintain effective internal controls. Without effective internal controls, there is risk the required 
federal reports are not complete or accurate. 


Cause: The department communicated they have controls in place to review the extracts out of 
the case management system as staff reviews reports for anomalies, comparing to prior year data. 
However, this process is not documented, and we were not able to test it. Staff acknowledge this 
process could be better documented. While the department has controls over the data entered into 
the system, the department lacks controls to ensure that data is being compiled completely and 
accurately in the system extracts. 
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Recommendation: We recommend the Department of Public Health and Human Services 
document internal controls over federal reporting data pulled out of the department’s case 
management system to ensure complete and accurate reporting for the Low-Income Home 
Energy Program. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-058: U.S. Department of Health and Human Services 
ALN # 93.575 and 93.596, CCDF Cluster 
Grant # 1801MTCCDF, 1901MTCCDM, 1901MTCCDF, 1901MTCCDD, 
2001MTCCDF, 2101MTCCDF 


Criteria: Federal regulation, 2 CFR 200.303 requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) did not have 
sufficient controls in place to ensure matching funds and maintenance of effort requirements 
were met, or to track remaining funds to ensure period of performance requirements would be 
met for grants, for the Child Care Development Fund (CCDF). 


Questioned Costs: None. 


Context: The CCDF Cluster has multiple federal requirements related to fiscal management of 
grant funds, including the matching federal funds, maintenance of effort, earmarking of 
administrative funds, and the period in which the grant must be spent. The department lacked 
controls for the entire audit period to track matching funds, maintenance of effort, and period of 
performance requirements. For earmarking requirements, the department relied on a tool 
provided by the federal government. The federal government compiled this tool using quarterly 
financial reports from the department. Without verifying the information used in the tool is 
correct, the department cannot rely on this tool as an internal control. 


We completed additional testing over each of these requirements and concluded the department 
met each of the matching funds, maintenance of effort, earmarking, and period of performance 
federal requirements. 


Repeat Finding: Montana’s Single Audit for the two fiscal years ended June 30, 2019, included 
a recommendation (#2019-019) to the department to develop internal controls to document the 
obligation of all funding types for the CCDF federal program. 


Effect: The department is not in compliance with federal regulations as they did not establish 
and maintain internal controls to ensure compliance with multiple federal requirements. Without 
proper internal controls to track these requirements, the department is at risk of unknowingly not 
complying with federal regulations governing the CCDF program. 
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Cause: For the majority of the requirements, the department agrees that they did not have a 
control in place to track the requirements. Staff indicated the program had been through some 
turnover and changes because of reorganization. While we were made aware of a tracking tool 
developed late in fiscal year 2021 for matching funds, maintenance of effort, and period of 
performance requirements, we did not see evidence of the tool consistently being used. For the 
earmarking requirements, the department relied on the tool completed by the federal government 
to ensure the requirements were met. The federal government stopped providing this tool in 
fiscal year 2021, so the department recreated the tool for its own tracking purposes. 


Recommendation: We recommend the Department of Public Health and Human Services 
establish and maintain internal controls to ensure compliance with federal matching funds, 
earmarking, maintenance of effort, and period of performance requirements for the Child Care 
Development Fund program. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-059: U.S. Department of Health and Human Services 
ALN # 93.575 and 93.596, CCDF Cluster 
Grant # 1801MTCCDF, 1901MTCCDM, 1901MTCCDF, 1901MTCCDD, 
2001MTCCDF, 2101MTCCDF 


Criteria: Federal regulation, 45 CFR 98.42(b)(2), requires the Department of Public Health and 
Human Services (department) to complete at least annual inspections of childcare providers and 
facilities to ensure compliance with health and safety standards. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Department internal controls were not effective in ensuring childcare providers or 
facilities received inspections annually as required by federal regulations. 


Questioned Costs: None. 


Context: We completed a sample of invoices reimbursing childcare costs for participant families 
receiving Child Care Development Fund (CCDF) assistance during the audit period. The sample 
was not a statistically valid sample. We also completed testing over the corresponding childcare 
providers as part of this sample. Out of total 55,075 childcare centers, 40 were tested, and we 
identified four providers without a current inspection completed within 12 months. Under the 
COVID-19 public health emergency, the state obtained a waiver that temporarily suspended on- 
site monitoring and inspections. The four instances identified were not related to this waiver. 


Effect: The department has not complied with federal regulations regarding annual inspection of 
childcare providers. As a result, the department is at risk of providing payment for childcare at a 
provider who has not met all health and safety requirements. 


Cause: While the department has a process in place to track inspections of childcare providers, 
department internal controls were not sufficient to identify and prompt inspections to be 
completely timely. 


Recommendation: We recommend the Department of Public Health and Human Services: 
A. Enhance internal controls to complete annual inspections of childcare providers per 
federal requirements for the Child Care Development Fund program. 
B. Comply with federal regulations by completing annual inspections of childcare providers. 
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Views of Responsible Officials: The department concurs with this recommendation. For 


additional information regarding the department’s planned corrective action, see Corrective 
Action Plan starting on page D-1. 


State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-060: U.S. Department of Health and Human Services 
ALN # 93.575 and 93.596, CCDF Cluster 
Grant # 1801MTCCDF, 1901MTCCDM, 1901IMTCCDF, 1901MTCCDD, 
2001IMTCCDF, 2101MTCCDF 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) did not maintain 
records of some approved grant applications for the Child Care Development Fund (CCDF). 


Questioned Costs: None. 


Context: We completed a sample of subrecipients for the CCDF. This sample was not 
statistically valid. Of the 45 grantees we tested, the department could not provide the grant 
application for five grantees in fiscal year 2020. We completed additional testing over the 
corresponding payments and do not question the validity of payments made to the grantees. All 
of the payment amounts were consistent with other grantees and all grantees were licensed 
providers and had completed the necessary certification. However, we were unable to determine 
whether the grant application was approved. 


Effect: Since the department could not provide grant applications, we are unable to see evidence 
of approval prior to payment. The department could not demonstrate compliance with federal 
regulations to maintain effective internal controls. 


Cause: Per department staff, the files were misplaced during the department’s move to a new 
location. 


Recommendation: We recommend the Department of Public Health and Human Services 
enhance internal controls to ensure records of grant applications are tracked and maintained. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-061: U.S. Department of Health and Human Services 
ALN # 93.658, Foster Care- Title IV-E 
Grant # 1901MTFOST, 2007MTFOST, 2107MTFOST 


Criteria: Federal regulation, 2 CFR 200.403 (g), specifies costs must be adequately documented 
to be allowable under the award. 


Federal regulation, 45 CFR 1356.60(b)(2), requires all training activities and costs funded under 
title IV-E be included in the department’s training plan for title [V-B. 


Regarding training plans for the Foster Care program, Federal regulation, 45 CFR 235.63(c), 
specifies, in part, that federal financial participation in costs is available when certain conditions 
are met. These conditions include that grants to educational institutions are made for the purpose 
of developing, expanding, or improving training for personnel employed by the state or 
individuals preparing for employment by the state and for an educational program that is directly 
related to the department’s training program. 


Federal regulation, 2 CFR 200.303 requires non-Federal entities to, among other things, establish 
and maintain effective internal control over the Federal award that provides reasonable assurance 
that the non-Federal entity is managing the Federal award in compliance with Federal statutes, 
regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) continued to 
make payments to subrecipients without first obtaining and reviewing detailed supporting 
documentation. 


Questioned Costs: Based on our sample results, we question costs for the amount of $2,002,503 
for costs associated with the Foster Care program. Based on overall level of activity, we estimate 
likely questioned costs are $5.1 million, which represents projected errors in payments to Foster 

Care subrecipients. 


Repeat Finding: Montana’s prior Single Audit report for the two fiscal years ended June 30, 
2019, included a recommendation (#2019-017) that the department reimburse college and tribes 
only for activities allowed by federal regulations and to design and implement internal control to 
ensure detailed support for invoices is obtained, reviewed, and approved prior to payment. 


Context: The department maintains subrecipient agreements with the seven tribes located within 
the state and two colleges/universities (colleges). Federal funds are provided to these entities to 
either help administer the Foster Care program, provide stipends to college students studying 
social work, or to provide training to department staff. 


In our sample of fourteen invoices submitted by tribes or colleges, we identified nine instances 
where supporting documentation did not exist or supporting documentation was not detailed 
enough to determine whether the costs were allowable. Of the fourteen invoices tested, five were 
related to training costs. This sample was not statistically valid. Due to lack of supporting 
documentation submitted by the colleges, we were unable to determine whether training costs 
were specified in the department’s training plan. Our observations of inadequate documentation 
include: 


e Support for one college payment for $59,124 was a budget to actual report by 
expenditure category which itemized approximately $13,500 for payroll and fringe 
benefit costs, $600 for supplies, $16,000 for subscriptions, $20,000 for stipends, and 
$8,000 for indirect expenses. We were unable to determine whether payroll costs were 
for proper individuals or for correct amounts as no timecards or detailed payroll reports 
were available to compare to the college contract. Additionally, supply, subscription and 
stipend cost information were not supported with receipts or details to indicate what was 
purchased or the names of the stipend recipients. As such, we were unable to determine 
whether costs incurred by the college were authorized under the contract and allowable 
for reimbursement with federal funds. 


e Tribal invoices were often supported only with standardized billing invoices which 
outline personnel positions under the contract, the individual salaries including fringe 
benefits of the personnel, and operating expenditures. When no other support was 
provided by the tribe, we could not verify if the expenditures outlined on the invoice were 
actually incurred. 


The total costs in our sample are as follows: 


Subrecipient Wages open Indirect Costs 
Type Unsupported PADEINES Unsupported rom 
Unsupported 
Tribes $ 47,657 $ 828 $12,464 $ 60,949 
Colleges $1,465,513 $476,041 N/A $1,941,554 
Total $1,513,170 $476,869 $12,464 $2,002,503 


Effect: Without adequate supporting documentation, the department is unable to demonstrate 
compliance with internal control requirements in federal regulation. Additionally, for payments 
which lack adequate support, the department may have incurred costs for unallowable activities 
under the federal award. 


Cause: For instances where a general ledger expense listing is provided, the department believes 
its controls for review of the summary by each program and fiscal staff for allowability and 
sufficiency of evidence are effective controls for subrecipient payment activities. For tribal 
reimbursements, the department created a standardized billing form on which tribes list positions 
under the contract, the salary amount and fringe benefits, and total operating costs incurred. The 
department believes the completed standardized billing form information is sufficient because 
this information can be compared to the contract. We disagree with the department’s position 
regarding adequate supporting documentation. Reasons for our opinion include instances where: 
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Documentation for college invoices included salary, travel costs such as airline and hotel 
costs, and supply items. Without more detailed documentation, the department can 
neither be sure the salaries or travel costs were incurred by college staff employed under 
the contract nor that supplies purchase were reasonable and necessary for administering 
the program. 


The standardized billing form was incorrectly completed by the tribe which resulted in 
the department overpaying the tribe. In this case, the tribe did supply the department 
with detailed wage reports for each employee. Salary amounts for two of the tribal 
employees were listed as the total gross salary plus the employer and employee payroll 
deductions. These errors were not identified and corrected in the department’s review. 


Salaries on the standardized billing form listed over $110,000 in salary costs incurred 
when the tribe’s general ledger print out showed approximately $93,000 in salary costs. 
The department’s review of the invoice did not identify the discrepancy and the tribe was 
overpaid. In order to properly identify which of the 25 tribal employee salaries was 
incorrect, the department would need detailed gross salary information provided to them. 


Recommendation: We recommend the Department of Public Health and Human Services: 


A. Design and implement internal controls for its Foster Care federal awards to ensure 
adequate documentation for contractor and subrecipient is obtained, reviewed, and 
approved prior to payment. 

B. Reimburse Foster Care federal award contractors and subrecipients only for activities 
allowed by federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-062: U.S. Department of Health and Human Services 
ALN # 93.323, Epidemiology and Laboratory Capacity for Infectious 
Diseases (ELC) 
Grant # NUSOCK000500 


Criteria: Federal regulation 2 CFR 200.403(g) specifies costs must be adequately documented 
in order to be allowable under federal awards. 


Federal regulation, 2 CFR 200.303 requires non-Federal entities to, among other things, establish 
and maintain effective internal control over the Federal award that provides reasonable assurance 
that the non-Federal entity is managing the Federal award in compliance with Federal statutes, 
regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) made payments 
to ELC subrecipients and contractors without first obtaining and reviewing detailed supporting 
information. 


Questioned Costs: We question $2,144,872 in costs incurred for the ELC program which 
includes all payments made to subrecipients and to the university. 


Context: As part of our audit, we conducted samples of each subrecipient and contractor 
payments for the ELC financial assistance program. The subrecipient sample was not a 
statistically valid sample. The contractor payment testing consisted of a statistically valid sample 
of 30 journals with an additional 7 journals selected judgmentally. Both samples identified 
instances where costs were not adequately documented, as further described below. 


Subrecipient Payments — The department made payments to 27 county governments, 
subrecipients of the ELC award, for the purpose of hiring a full-time equivalent (FTE) 
position for an epidemiologist, county sanitarian, or disease intervention specialist. We 
sampled one payment to each of six subrecipients. Supporting documentation provided 
by the department was insufficient to determine whether the subrecipients had incurred 
costs for purposes under the contract. Auditor observations include: 


e Support for each of the payments was an email from the county which simply 
specified whether the county had hired an FTE and did not contain detailed 
support such as payroll reports or timesheets. 

e Contract payments were established at a set rate and were not based on costs 
incurred by the counties. For one county where salary and fringe benefit 


information was provided, we estimate the county was overpaid by $28,970 
from December 2020 to June 2021. 
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e Of the six payments in our sample, there were one each from December 2020, 
January 2021, and April 2021, with the remaining three payments taking place in 
June 2021. Because support provided by the department was in email form 
dated May or June 2021, we concluded the department made payments to 
counties without any documentation for the December, January, and April 
payments. 


e One county indicated it was in the process of hiring for an FTE. The department 
disbursed funds to the county in June 2021. However, the subrecipient 
agreement was not signed until November 2021. 


Contractor Payments — We sampled 37 journals, including 114 expenditure transactions. 
We identified the following payments to contractors where supporting documentation 
was not sufficient at the time of payment. 


e The department maintains a contract with a university to maintain FTE to assist 
the department in increasing public health system ability to respond to antibiotic 
resistant threats. Supporting documentation did not include review of payroll 
reports or timesheets. 


e Agreements with three Montana hospitals were to dedicate FTE to increasing 
statewide laboratory capacity in response to the COVID-19 public health 
emergency. While supporting documentation was provided at the end of the 
contract period, it was not obtained and reviewed prior to monthly contract 
payments to the hospitals. 


Effect: Lack of sufficient documentation for the subrecipient and contractor payments renders 
the costs unallowable under federal regulations, and has resulted in significant questioned costs 
for the audit period. 


Cause: Department procedures for subrecipient and contractor payments did not include 
evaluation of adequacy of supporting documentation for federal awards. 


Recommendation: We Recommend the Department of Public Health and Human Services: 

A. Design and implement internal controls for its Epidemiology and Laboratory 
Capacity for Infectious Diseases federal awards to ensure adequate documentation for 
contractor and subrecipient payments is obtained, reviewed, and approved prior to 
payment. 

B. Reimburse Epidemiology and Laboratory Capacity for Infectious Diseases federal 
award contractors and subrecipients only for activities allowed by federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-063: U.S. Department of Health and Human Services 
ALN # 93.558, Temporary Assistance for Needy Families (TANF) 
Grant # 19001IMTTANF, 2001IMTTANF, 2101MTTANF 


ALN # 93.658, Foster Care — Title IV-E 
Grant # 2107MTFOST, 2007MTFOST, 1907MTFOST 


ALN # 93.767, Children’s Health Insurance Program (CHIP) 
Grant # 1905MT5021, 2005MT5021, 2105MT5021 


ALN # 93.775, 93.777, 93.778, Medicaid Cluster 

Grant # 1905MTS5ADM, 2005MTS5ADM, 2105MTS5ADM, 
11905MTIMPL, 190S5MTINCT, 2005MTIMPL, 2005MTINCT, 
2105MTIMPL, 2105MTINCT, 2005MT50C3, 2105MT50C3 


Criteria: Federal regulation, 2 CFR Appendix VI, in part, requires the state public assistance 
agency to develop, document, and implement a public assistance cost allocation plan in 
accordance with federal regulations. 


Federal regulation, 2 CFR 200.416(a), in part, requires there to be a process whereby central 
service costs can be identified and assigned to benefited activities on a reasonable and consistent 
basis. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) did not follow 
its federally approved plan to allocate costs among state and federal programs. Additionally, 
department internal controls did not identify these inconsistencies. We noted the following 
exceptions to compliance with the applicable cost allocation plan: 


e The allocation method specified for the Economic Section Branch Manager Indirect Cost 
Pool lists the allocation method as full-time equivalent (FTE) directly supervised by the 
Economic Services Branch Manager. The department erroneously allocated a portion of 
the pool costs using FTE which directly report to the Director’s Office. 


e We were unable to locate the DET Contract Specialist Indirect Cost Pool or the MHPMP 
Maint and Operations 75 Indirect Cost Pool in the department’s Cost Allocation Plan 
(CAP), yet the department allocated costs associated with these pools during the audit 
period. 
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e We reviewed three allocations to the Director’s Office Indirect Cost Pool (DO Pool). Per 
the CAP, the department director supervises Chief Legal, Chief Personnel Officer, branch 
managers, and the Public Health and Safety Division Administrator. The allocation 
method for the DO Pool is to benefit other indirect cost pools. During the audit, we 
noted the department did not allocate costs to the Public Health and Safety Division as 
required, which also resulted in over-allocations to the other benefiting cost pools. 


e We reviewed two allocations for the Operations Services Branch Manager Indirect Cost 
Pool. Per the CAP, costs for this pool allocate to the Technology Services Division, 
Business and Financial Services Division, and Quality Assurance Division administrator 
pools. During the audit, we noted one instance where costs were not allocated to the 
Chief Information Officer pool and one instance where costs were allocated to the Project 
Management Bureau, bypassing the Chief Information Officer pool. The department’s 
organizational chart also lists the Chief Information Officer, Strategic Planning, Research 
and Analysis, Internal Audit Bureau, Medical Marijuana Bureau, and Office of Budget 
and Finance as direct reports to the Operations Services Branch Manager. The 
department allocated costs to each of these functions even though the CAP does not 
specify them as receiving allocations. 


e We reviewed three allocations to the MPOHF QUI LOC Indirect Cost Pool. While costs 
were allocated, the department did not provide supporting documentation for the review 
of the allocation method and the pool was not included in the CAP. 


Questioned Costs: Based on the amount of costs allocated to these programs, we project 
questioned costs for errors identified in our sample as well as other unidentified errors could 
accumulate to more than $25,000 for each of the CHIP, Foster Care, Medicaid and TANF 
programs. 


Context: During the period under audit, the department allocated costs under two different cost 
allocation plans. In total, the department allocated approximately $164.8 million and 

$172.6 million in costs for fiscal years 2020 and 2021, respectively. Monthly, there are 
approximately 130 cost pools for which the department allocates costs. We conducted a 
nonstatistical sample of 61 cost pool allocations. 


The table below depicts total indirect costs allocated to each of the 4 federal programs where we 
identified material noncompliance. 


Total Costs Allocated to Select Federal Programs for Fiscal Years 2020 and 2021 
Federal Special Revenue Fund 
Federal Program FY2020 FY2021 Total 
CHIP $4,162,131 $3,317,393 $7,479,524 
Foster Care $4,454,339 $3,894,529 $8,348,868 
Medicaid $53,114,531 $55,539,639 $108,654,170 
TANF $5,764,828 $5,908,191 $11,673,019 


Repeat Finding: Montana’s Single Audit report for the two fiscal years ended June 30, 2017, 
included a recommendation (#2017-014) to the department regarding the internal controls over 
and administration of its cost allocation plan. Montana’s Single Audit report for the two fiscal 
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years ended June 30, 2019, included a recommendation (#2019-022) to the department to 
conduct and document a review of all cost pools to ensure alignment with the approved cost 
allocation plan, to implement changes to the cost allocation process only after receiving approval 
from, or submitting a plan revision to, the federal government, to develop and implement internal 
controls to detect variances in cost pools allocated using a full-time equivalent staff statistic, and 
to allocate costs in accordance with its cost allocation plan. 


Effect: In combination, the errors identified by our audit resulted in both over-allocations and 
under-allocations of indirect costs. Due to inherent complexities in stepping costs through each 
indirect cost pool, we did not quantify the errors for individual major federal programs. 
However, we project questioned costs exceeding $25,000 could exist for those programs. 


Cause: The department’s CAP is a 33 page text document. When updated, the department must 
submit a red-line strike out version along with a clean version of the proposed CAP. During 
each of the last two updates, the department’s review of the changes did not identify and correct 
cost pools inadvertently deleted or were otherwise overlooked for inclusion. 


Recommendation: 
We recommend the Department of Public Health and Human Services: 
A. Enhance internal controls over cost allocation, including consideration of an in-depth 
review of its cost allocation procedures and plan. 
B. Allocate costs as specified in the cost allocation plan, as required by federal regulations. 
C. Implement changes to the cost allocation process only after receiving approval from, or 
submitting a plan revision, to the federal government. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-064: U.S. Department of Health and Human Services 
ALN # 93.558, Temporary Assistance for Needy Families (TANF) 
Grant # 1901IMTTANF, 2001IMTTANF, 2101MTTANF 


Criteria: Federal regulation, 2 CFR 200.170, Appendix A, requires the Department of Public 
Health and Human Services (department) report under the Federal Funding Accountability and 
Transparency Act (FFATA) each action on subaward agreements that equals or exceeds $30,000 
in federal funds. Reports must be submitted to the FFATA Subaward Reporting System (FSRS) 
no later than the end of the month following the month in which the obligation was made and 
reports must include specific information about the obligating action, as outlined on the FSRS 
website. 


In addition, federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. Effective 
internal controls should include establishing procedures to ensure eligibility determinations are 
performed in accordance with program requirements. 


Condition: Department of Public Health and Human Services (department) internal controls did 
not identify a change in contracting system information which caused necessary FFATA reports 
to be overlooked for the TANF program. 


Questioned Costs: None. 


Context: Department staff query for changes in its contracting system by comparing the current 
month vendor obligation data to prior month vendor obligation data. The initial time the 
obligation accumulates to an amount exceeding $30,000, or any increase in obligation amount 
thereafter, should be identified and reported as part of the department’s procedures. 


In total for six major programs, we identified 269 instances where changes in the federal 
obligation in the department’s contracting system prompted, or should have prompted, the 
department to submit a FFATA report. For TANF, we reviewed four instances; this sample was 
not statistically valid. We reviewed the underlying agreements which were for Pathways 
Program providers who are considered subrecipients of federal TANF funds. Their subrecipient 
status supports the FFATA reports being necessary. However, the department did not complete 
and submit FFATA reports for these four TANF obligations. 


The required FFATA summary information is included below. 


Summary of FFATA Report Testing 
by Number of Reports and Associated Dollar Amounts 
Number of Subaward Not Report Not Subaward Subaward 
Transactions Reported Timely Amount Incorrect Missing Key 
Tested Elements 
4 4 0 0 0 
Dollar Amount of | Subaward Not Report Not Subaward Subaward 
Transactions Reported Timely Amount Incorrect Missing Key 
Tested Elements 
$403,503 $403,503 $0 $0 $0 


Effect: By not submitting required FFATA reports, the department did not comply with federal 
reporting requirements for the TANF program. 


Cause: Based on information provided by the department, personnel did not identify when one 
of the data fields in its contracting system was repurposed to account for federal expenditure 
activity rather than state general fund activity. When this change occurred, department internal 
controls were not updated to fully consider the implications for FFATA reporting. Because the 
department did not update the data field to indicate federal funds were involved, the department 
did not identify the need to prepare and submit FFATA reports for Pathways Provider 
obligations. 


Recommendation: We recommend the Department of Public Health and Human Services: 
A. Enhance internal controls to identify when changes in data fields in the contracting 
system impact its ability to properly identify changes in contract obligations for 
FFATA reporting for the TANF program. 
B. Submit accurate and complete FFATA reports for the TANF program, as required by 
federal regulations 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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State of Montana 
Schedule of Findings and Questioned Costs 
For the Two Fiscal Years Ended June 30, 2021 


Section III — Federal Award Findings and Questioned Costs 


Finding 2021-065: U.S. Department of Health and Human Services 
ALN # 93.658, Foster Care- Title IV-E 
Grant # 1907MTFOST, 2007MTFOST, 2107MTFOST 


Criteria: Federal regulation, 2 CFR 200.170, Appendix A, requires the Department of Public 
Health and Human Services (department) report under the Federal Funding Accountability and 
Transparency Act (FFATA) each action on subaward agreements that equals or exceeds $30,000 
in federal funds. Reports must be submitted to the FFATA Subaward Reporting System (FSRS) 
no later than the end of the month following the month in which the obligation was made and 
reports must specify information about the obligating action, as outlined on the FSRS website. 


Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other things, 
establish and maintain effective internal control over the Federal award that provides reasonable 
assurance that the non-Federal entity is managing the Federal award in compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Foster Care contracts contained unsupported dollar amounts and inaccurate federal 
award identification numbers, resulting in errors in FFATA reporting. 


Questioned Costs: None. 


Context: Department staff query for changes in its contracting system by comparing the current 
month data to prior month data. The initial time the obligation accumulates to an amount 
exceeding $30,000, or any increase in obligation amount thereafter, should be identified and 
reported as part of the department’s procedures. 


In total for six major federal programs, we identified 269 instances where changes in the federal 
obligation in the department’s contracting system prompted, or should have prompted, the 
department to submit a FFATA report. For Foster Care, we reviewed 6 instances; this sample 
was not statistically valid. While the reports were submitted timely, we could not determine the 
accuracy of the obligation information and the federal award identification number included on 
the FFATA reports, as the underlying contracts did not contain accurate disclosure information. 


The required FFATA summary information is included below. 


Summary of FFATA Report Testing 
by Number of Reports and Associated Dollar Amounts 
Number of Subaward Not Report Not Subaward Subaward 
Transactions Reported Timely Amount Incorrect Missing Key 
Tested Elements 
6 0 0 6 6 
Dollar Amount of | Subaward Not Report Not Subaward Subaward 
Transactions Reported Timely Amount Incorrect Missing Key 
Tested Elements 
$511,509 $0 $0 $511,509 $511,509 


Effect: The department did not comply with federal FFATA reporting requirements. 


Cause: The department’s contracts with subrecipients for the Foster Care program did not 
include complete and accurate information, as discussed in Finding 2021-051. Because the 
contracts were incomplete and inaccurate, the contracting system that drives FFATA reporting 
also contained incomplete or inaccurate data. 


Recommendation: We recommend the Department of Public Health and Human Services: 
A. In conjunction with enhancements to Foster Care subrecipient award agreements 
discussed in Finding 2021-051, enhance internal controls to ensure contracting 
system information is complete and accurate for Foster Care subawards. 
B. Submit accurate and complete FFATA reports for the Foster Care program, as 
required by federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-066: U.S. Department of Health and Human Services 
ALN # 93.323, Epidemiology and Laboratory Capacity for Infectious 
Diseases (ELC) 
Grant # NUSO0CK000500 


Criteria: Federal regulation, 2 CFR 200.170, Appendix A, requires the Department of Public 
Health and Human Services (department) report under the Federal Funding Accountability and 
Transparency Act (FFATA) each action on subaward agreements that equals or exceeds $30,000 
in federal funds. Reports must be submitted to the FFATA Subaward Reporting System (FSRS) 
no later than the end of the month following the month in which the obligation was made and 
reports must specify information about the obligating action, as outlined on the FSRS website. 


In addition, federal regulation, 2 CFR 200.303 requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Condition: Our sample testing for the ELC award identified multiple internal control and 
compliance issues related to FFATA reporting. 


Questioned Costs: None. 


Context: Department staff query for changes in its contracting system by comparing the current 
month data to prior month data. The initial time the obligation accumulates to an amount 
exceeding $30,000, or any increase in obligation amount thereafter, should be identified and 
reported as part of the department’s procedures. 


For the ELC program, we identified 144 instances where changes in the federal obligation in the 
department’s contracting system prompted, or should have prompted, the department to submit a 
FFATA report, and we reviewed 19 instances. This sample was not statistically valid. We 
identified eight instances where reports were not submitted and 11 instances where reports were 
not submitted timely. For all reports submitted, we identified subaward data was missing key 
elements as the federal award identification number was omitted and did not properly describe 
the purpose of the award in relation to the underlying subrecipient agreements. The required 
FFATA summary information is included below. 


Summary of FFATA Report Testing 
by Number of Reports and Associated Dollar Amounts 

Number of Subaward Not Report Not Subaward Subaward 
Transactions Reported Timely Amount Incorrect Missing Key 

Tested Elements 

19 8 11 0 19 

Dollar Amount of | Subaward Not Report Not Subaward Subaward 
Transactions Reported Timely Amount Incorrect Missing Key 

Tested Elements 

$22,544,689 $21,557,612 $987,077 $0 $22,544,689 


Effect: By not submitting required FFATA reports, the department did not comply with federal 
reporting requirements for the ELC program. Without clear communication between department 
functions, the department risks continued FFATA reporting errors. 


Cause: For three of the required reports not submitted, there was a breakdown in 
communication between the department’s Business and Financial Services Division (BFSD) and 
the program staff involved in the contracting processes. For these instances, BFSD staff 
indicated there was no Data Universal Numbering System (DUNS) number, yet program staff 
were able to quickly locate the DUNS number at our request. 


Recommendation: We recommend the Department of Public Health and Human Services: 

A. Enhance internal controls to ensure the Business and Financial Services Division staff 
receives unique entity identification number information for Epidemiology and 
Laboratory Capacity for Infectious Diseases contracts to allow for proper FFATA 
reporting. 

B. Submit accurate and complete FFATA reports for the Epidemiology and Laboratory 
Capacity for Infectious Diseases program, as required by federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-067: U.S. Department of Health and Human Services 
ALN # 93.658, Foster Care — Title IV-E 
Grant # 1901MTFOST, 2001IMTFOST, 2101MTFOST 


Criteria: Instructions for completion of the CB-496 report indicate Federal Share of Child 
Support Collections related to Title IV-E be included on line 3 of the CB-496 report. 
Additionally, instructions for line 17 of the CB-496 report require an estimate for Foster Care 
expenditures for the next quarter. 


Federal regulation, 2 CFR 200.303 requires non-Federal entities to, among other things, establish 
and maintain effective internal control over the Federal award that provides reasonable assurance 
that the non-Federal entity is managing the Federal award in compliance with Federal statutes, 
regulations, and the terms and conditions of the Federal award. 


Condition: The Department of Public Health and Human Services (department) did not properly 
correct misreported information in its Foster Care CB-496 reports submitted during the audit 
period. 


Questioned Costs: None. 


Context: We reviewed four CB-496 reports, out of eight submitted for the audit period. This 
was not a statistically valid sample. We identified incorrect amounts were included in reports 
submitted for quarters ended September 2020 and December 2020. On those reports, the 
department incorrectly reported Temporary Assistance for Needy Families cost recoveries rather 
than Foster Care cost recoveries. While the department identified the errors and made 
adjustments on its report for the quarter ended March 2021, the adjustments were not made 
correctly. 


Additionally, for reports reviewed, the department reported estimated federal expenditures 
ranging from $1.3 million to $2.9 million. In contrast, for these same reports the department 
incurred between $1.5 million and $4.4 million in federal expenditures. On average, the 
department under-estimated upcoming federal expenditures by over $1 million on each report. 


Effect: Without effective internal control, the department continues to risk submitting incorrect 
CB-496 Foster Care reports. Due to the department’s under-estimation of upcoming quarterly 
expenditures, the department exhausts its federal grant allocation early each quarter. 


Cause: Department internal control procedures include identification and investigation of 
variances greater than 10% from the prior report for individual line items in the CB-496 reports. 
For the errors identified in our audit, the department’s controls did not flag the variances for 


follow-up even though the percentage of change ranged from 32% to 1192%. Additionally, the 
department input adjustments backwards on subsequent reports and these errors were not 
identified in the department’s review of the reports. 


Recommendation: We recommend the Department of Public Health and Human Services: 
A. Enhance internal control to review Foster Care CB-496 reports for accuracy prior to 
submission. 
B. Submit accurate information for cost recoveries and adjustments from prior periods on 
Foster Care CB-496 reports, as required by federal regulations. 


Views of Responsible Officials: The department concurs with this recommendation. For 
additional information regarding the department’s planned corrective action see the Corrective 
Action Plan starting on page D-1. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-068: U.S. Department of Interior 
ALN # 15.605, 15.611, 16.626, Fish and Wildlife Cluster 
Grant # FI1SAF00528 


Criteria: Federal regulation, 2 CFR 200.303, requires non-Federal entities to, among other 
things, establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the Federal award. 


Federal regulation, 2 CFR 200.405, states costs must be “allocable to a particular Federal award 
or other cost objective if the goods or services involved are chargeable or assignable to that 
Federal award or cost objective in accordance with relative benefits received.” Per the standard, 
“this standard is met if the cost: 


(1) Is incurred specifically for the Federal award; 


(2) Benefits both the Federal award and other work of the non-Federal entity and can be 
distributed in proportions that may be approximated using reasonable methods; and 


(3) Is necessary to the overall operation of the non-Federal entity and is assignable in part to 
the Federal award in accordance with the principles in this subpart.” 


Federal regulation, 2 CFR 200.403 states costs must “be necessary and reasonable for the 
performance of the Federal award and be allocable thereto under these principles” and “be 
consistent with policies and procedures that apply uniformly to both federally-financed and other 
activities of the non-Federal entity.” It also states costs must be “adequately documented.” 


Condition: The Department of Fish, Wildlife & Parks (department) obtained an administrative 
grant from the U.S. Fish and Wildlife Service related to the Wildlife Restoration and Basic 
Hunter Education grant that included 100% of the internal auditor’s position salary. The grant 
agreement indicates that the internal auditor position is responsible for assessing agency 
functions to ensure the department complies with all requirements necessary to maintain ongoing 
eligibility relative to the grant programs. While the internal auditor performed two audits directly 
related to the grant, the internal auditor also performed duties that are not directly related to the 
grant. The employee did not track time in a way that would allow a determination of what 
portion of time benefited the grant and was allowable to be charged to the grant. We question the 
entire amount of the internal auditor’s salary and benefit expenditures charged to the grant in 
state fiscal year 2020. 


Questioned Costs: We identified $28,105 in questioned costs. 


Context: The department charged approximately 40% of its internal auditor’s salary to the 
Wildlife Restoration and Basic Hunter Education grant in state fiscal year 2020. While there 


were two internal audits conducted related to the grant, most of the pay periods charged do not 
line up with the timeline of when the audits were in progress. 


Effect: Because the department did not have internal control procedures to ensure the portion of 
the internal auditor’s salary and benefits costs charged to the Wildlife Restoration and Basic 
Hunter Education grant program benefitted the program, the department cannot demonstrate 
compliance with federal regulations, resulting in questioned costs. 


Cause: The internal auditor’s position responsibilities include assessing fiscal and programmatic 
functions to ensure that the department complies with all requirements necessary to maintain 
ongoing eligibility relative to the Wildlife Restoration and Basic Hunter Education grant 
program. The internal auditor performs duties, such as internal audits for other department 
activities, that are not associated with the grant. While department personnel stated their internal 
auditor’s time was used to complete eligible activities, they neglected to document activities 
performed for time worked to support the costs charged to the grant. 


Repeat Finding: This is a repeat finding and was reported as Single Audit finding 2019-036 in 
the audit for the two fiscal years ended June 30, 2019. 


Recommendation: We recommend the Department of Fish, Wildlife & Parks: 

A. Implement procedures to ensure the internal auditor’s time is allocated to the Wildlife 
Restoration and Basic Hunter Education grant according to the proportionate benefit 
received. 

B. Charge internal audit salary costs to the grant for time that is necessary, reasonable, and 
allocable. 


Views of Responsible Officials: The department partially concurs with this 

recommendation. Management believes that given the employee’s time was used on specific 
eligible activities or other activities that benefited the grant as a whole, time allocation was not 
necessary. For additional information regarding the department’s planned corrective action see 
the Corrective Action Plan starting on page D-1. 


Rebuttal of Views of Responsible Officials: We considered the department’s partial 
concurrence. As noted above, the internal auditor performs duties, such as internal audits for 
other department activities, that are not associated with the grant. Due to a lack of 
documentation, the department cannot demonstrate the portion of the internal auditor’s salary 
and benefits costs charged to the grant directly benefitted the program. 
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Section III — Federal Award Findings and Questioned Costs 


Finding 2021-069: U.S. Institute of Museum and Library Services 
ALN # 45.310, Grants to States 
Grant # LS-246178-OLS-20, LS-249973-OLS-21 


Criteria: Federal regulation, 2 CRF 200.430 (f), indicates “Incentive compensation to 
employees based on cost reduction, or efficient performance, suggestion awards, safety awards, 
etc., is allowable to the extent that the overall compensation is determined to be reasonable and 
such costs are paid or accrued pursuant to an agreement entered into in good faith between the 
non-Federal entity and the employees before the services were rendered, or pursuant to an 
established plan followed by the non-Federal entity so consistently as to imply, in effect, an 
agreement to make such payment.” 


Federal regulation, 2 CFR 200.403(c), indicates costs must be consistent with policies and 
procedures that apply uniformly to both Federally-financed and other activities of the non- 
Federal entity to be allowable uses of Federal funds. 


State of Montana Operations Manual (MOM) Broadband Pay Policy allows for lump-sum 
payments for reasons established in an agency’s pay policy, including an employee incentive 
award, housing allowances, temporary assignment pay, or a performance award for completing 
pre-set conditions of a project. 


Condition: The Montana Library (Library) paid employee incentive bonuses in fiscal years 2020 
and 2021. The Library’s pay plan policy dated August 10, 2018, in effect during the audit 
period, did not provide for these types of incentives or lump-sum payments. Contrary to federal 
regulations, the bonus costs were not paid as part of an established plan during the audit period. 
Therefore, the costs are unallowable and constitute noncompliance with federal regulations. A 
pay plan including incentive pay was effective October 13, 2021, subsequent to our audit period. 


Questioned Costs: We question $45,777 in bonus payments charged to the federal grant. 


Context: In fiscal years 2020 and 2021, the Library used unspent personal services budget to 
fund bonuses for library staff. The Montana State Library Commission approved the bonuses 
based on Library successes throughout the year. The library paid the bonuses to all staff based on 
position. In fiscal year 2020, Helena Supervisors received 6 percent and remaining staff received 
5 percent while Remote Supervisors received 4 percent and the remaining remote staff received 

3 percent. In 2021 supervisors received $3,500 and staff received $2,500. The Library split the 
costs between funds in the same manner as employee salaries. Bonuses charged to the grants 
were $18,877 in fiscal year 2020 and $26,900 in fiscal year 2021. Total personal service costs for 
the bonuses were $112,818 and $132,000, respectively. 


Effect: The bonus practice is noncompliance with federal regulations and state policy, and 
results in questioned costs. 


Cause: Under MOM policy, the Library is required to update its pay plan policy every two 
years. While the pay plan in effect during fiscal years 2020 and 2021 did not have language 
allowing for lump-sum or incentive payments, prior policies did contain such language. 
Management indicated the language was accidently removed from the policy in effect during the 
audit period and they have added the language back into current policy. In addition, Library 
personnel indicated they cannot implement expectations at the beginning of the period because 
they may not have sufficient resources to pay the bonus. 


Recommendation: We recommend the Montana Library comply with federal regulations and 
state policy regarding employee incentive pay. 


Views of Responsible Officials: The Library does not concur with this recommendation. While 
management acknowledges the Library did not include the required language to govern the 
application of their pay incentive strategy in their adopted pay plan policy, they disagree the 
bonus costs charged to the federal funds were not consistent with federal regulations. 
Management’s position is based, in part, on e-mail correspondence with a federal Institute of 
Museum and Library Services Program Officer, occurring after the audit period. 


Rebuttal of Views of Responsible Officials: Federal grantor agencies are responsible for 
issuing management decisions on federal findings after, not before, receipt of the Single Audit 
report. However, as part of our audit procedures, we considered the e-mail correspondence with 
the Program Officer. In that correspondence, management indicated the payments were made in 
accordance with the state’s pay plan policy. We have determined, and management has 
acknowledged, that the language required to be included in the pay plan policy to govern bonus 
payments, was not included in the policy in place during the audit period. As such, we do not 
consider the bonus payments to have been made in accordance with the state’s pay plan policy. 
Additionally, we do not consider the fact that similar payments were made eight times in the last 
twelve years to imply, in effect, an agreement to make payment. 
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Federal Agency and ALN Information Location 
ALN # Title UM - Missoula MSU - Bozeman 

U.S Department of Agriculture 
10.001 Agricultural Research Basic and Applied Research X X 
10.025 Plan and Animal Disease, Pest Control, and Animal Care X X 
10.200 Grants for Agricultural Research, Special Research Grants X 
10.202 Cooperative Forestry Research X 
10.215 Sustainable Agriculture Research and Education X 
10.217 Higher Education - Institution Challenge Grants Program X 
10.226 paca And Two-Year Postsecondary Agriculture Education Challenge xX 

rants 

10.227 1994 Institutions Research Program X X 
40.250 Agricultural and Rural Economic Research, Cooperative Agreements and xX 

Collaborations 
10.290 Agricultural Market and Economic Research X 
10.303 Integrated Programs X 
10.304 Homeland Security Agricultural X 
10.307 Organic Agriculture Research and Extension Initiative X 
10.309 Specialty Crop Research Initiative X 
10.310 Agriculture and Food Research Initiative (AFRI) X X 
40.312 Biomass Research and Development Initiative Competitive Grants Program xX 

(BRDI) 
10.318 oa and Minorities in Science, Technology, Engineering, and Mathematics x 

ields 

10.329 Crop Protection and Pest Management Competitive Grants Program X 
10.330 Alfalfa and Forage Research Program X 
10.350 Technical Assistance to Cooperatives X 
10.460 Risk Management Education Partnerships X 
10.500 Cooperative Extension Service X 
10.525 Farm And Ranch Stress Assistance Network Competitive Grants Program X 
10.610 Export Guarantee Program X 
10.652 Forestry Research X X 
10.664 Cooperative Forestry Assistance X X 
10.672 Rural Development, Forestry, and Communities X 
10.680 Forest Health Protection X X 
10.682 National Forest Foundation X 
10.684 International Forestry Programs X 
10.699 Partnership Agreements X X 
10.707 Research Joint Venture And Cost Reimbursable Agreements X 
10.902 Soil and Water Conservation X X 
10.903 Soil Survey X 
10.912 Environmental Quality Incentives Program X X 
10.960 Technical Agricultural Assistance X 


U.S Department of Commerce 


11.020 Cluster Grants X 
11.431 Climate and Atmospheric Research X 
11.438 Pacific Coast Salmon Recovery Pacific Salmon Treaty Program X 
11.440 Environmental Sciences, Applications, Data, and Education X 
11.459 Weather And Air Quality Research X 
11.467 Meteorologic And Hydrologic Modernization Development X 
11.472 Unallied Science Program X 
11.609 Measurement And Engineering Research And Standards X 
U.S Department of Defense 
12.002 Procurement Technical Assistance for Business Firms X 
12.005 Conservation And Rehabilitation Of Natural Resources On Military Installations X 
12.114 Collaborative Research and Development X 
12.300 Basic and Applied Scientific Research X X 
12.420 Military Medical Research and Development X X 
12.431 Basic Scientific Research X 
12.630 Basic, Applied, And Advanced Research In Science And Engineering X 
12.632 Legacy Resource Management Program X 
12.800 Air Force Defense Research Sciences Program X X 
12.910 Research and Technology Development X 
U.S Department of the Interior 
15.035 Forestry On Indian Lands X 
15.224 Cultural and Paleontological Resources Management X X 
15.225 Recreation and Visitor Services X 
15.228 BLM Fuels Management and Community Fire Assistance Program Activities X 
15.230 Invasive and Noxious Plant Management X X 
15.231 Fish, Wildlife and Plant Conservation Resource Management X X 
15.232 Joint Fire Science Program X X 
15.236 Environmental Quality and Protection X 
15.238 Challenge Cost Share X X 
15.247 Wildlife Resource Management X X 
15.248 National Landscape Conservation System X 
15.517 Fish and Wildlife Coordination Act X 
15.605 Sport Fish Restoration X 
15.608 Fish and Wildlife Management Assistance X X 
15.611 Wildlife Restoration and Basic Hunter Education X 
15.615 Cooperative Endangered Species Conservation Fund X 
15.631 Partners for Fish and Wildlife X X 
15.634 State Wildlife Grants X X 
15.637 Migratory Bird Joint Ventures X 
15.650 Research Grants (Generic) X 
15.654 National Wildlife Refuge System Enhancements X 
15.655 Migratory Bird Monitoring, Assessment and Conservation X X 
15.657 Endangered Species Conservation - Recovery Implementation Funds X 
15.660 Endangered Species - Candidate Conservation Action Funds X 
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15.663 NFWF - USFWS Conservation Partnership 
15.664 Fish And Wildlife Coordination And Assistance X 
15.665 National Wetlands Inventory 
15.670 Adaptive Science 
15.678 Cooperative Ecosystem Studies Units X 
15.805 Assistance to State Water Resources Research Institutes X 
15.808 U.S. Geological Survey Research and Data Collection X 
15.810 National Cooperative Geologic Mapping X 
15.812 Cooperative Research Units X 
15.815 National Land Remote Sensing Education Outreach and Research X 
15.820 National and Regional Climate Adaption Science Centers 
15.926 American Battlefield Protection 
15.945 Cooperative Research and Training Programs - Resources of the National Park xX 
System 
U.S Department of Justice 
16.560 National Institute of Justice Research, Evaluation, and Development Project xX 
Grants 
U.S Department of State 
19.408 Academic Exchange Programs - Teachers X 
19.415 Professional and Cultural Exchange Programs - Citizen Exchanges X 
19.600 Bureau of Near Eastern Affairs X 
U.S Department of Transportation 
20.109 Air Transportation Centers of Excellence X 
20.200 Highway Research and Development Program X 
20.205 Highway Planning and Construction X 
20.215 Highway Training And Education X 
20.514 Public Transportation Research, Technical Assistance, and Training X 
20.600 State and Community Highway Safety X 
20.614 National Highway Traffic Safety Administration (NHTSA) Discretionary Safety X 
Grants and Cooperative Agreements 
20.616 National Priority Safety Programs X 
20.701 University Transportation Centers Program X 
U.S Department of Treasury 
21.020 Community Development Financial Institutions Program X 
U.S National Aeronautics and Space Administration 
43.001 Science X 
43.008 Office of Stem Engagement (OSTEM) X 
43.009 Cross Agency Support X 
43.012 Space Technology X 
U.S National Endowment for the Humanities 
45129 Promotion of the Humanities Federal/State Partnership X 
45.312 National Leadership Grants X 
45.313 Laura Bush 21st Century Librarian Program X 


U.S National Science Foundation 


47.041 Engineering X X 

47.049 Mathematical and Physical Sciences X X 

47.050 Geosciences X X 

47.070 Computer and Information Science and Engineering X X 

47.074 Biological Sciences X X 

47.075 Social, Behavioral, and Economic Sciences X X 

47.076 Education and Human Resources X X 

47.078 Polar Program X X 

47.079 Office of International Science and Engineering X 

47.083 Integrative Activities X X 
U.S Department of Veterans Affairs 

64.054 Research and Development X 
U.S Environmental Protection Agency 

66.202 Congressionally Mandated Projects X 

66.461 Regional Wetland Program Development Grants X 

66.509 Science to Achieve Results (STAR) Research Program X 

66.510 Surveys, Studies, Investigations and Special Purpose Grants within the Office X 
of Research and Development 

66.716 Research, Development, Monitoring, Public Education, Outreach, Training, xX 
Demonstrations, and Studies 

66.808 Solid Waste Management Assistance Grants X 

66.951 Environmental Education Grants X 

66.962 Columbia River Basin Restoration (CRBR) Program X 
U.S Department of Energy 

81.049 Office of Science Financial Assistance Program X X 

81.086 Conservation Research And Development X 

81.087 Renewable Energy Research and Development X 

81.089 Fossil Energy Research and Development X 

81.121 Nuclear Energy Research, Development and Demonstration X 

81.135 Advanced Research Projects Agency - Energy X 
U.S Department of Education 

84.217 TRIO McNair Post-Baccalaureate Achievement X 

84.299 Indian Education - Special Programs for Indian Children X 

84.305 Education Research, Development and Dissemination X 

84.336 Teacher Quality Partnership Grants X 
U.S Department of Health and Human Services 

93.001 Civil Rights and Privacy Rule Compliance Activities X 

93.103 Food And Drug Administration Research X 

93.107 Area Health Education Centers X 

93.113 Environmental Health X X 

93.121 Oral Diseases And Disorders Research X 

93.155 Rural Health Research Centers X 

93.172 Human Genome Research X 

93.173 Research Related to Deafness and Communication Disorders X 
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93.213 Research and Training in Complementary and Integrative Health X 
93.233 National Center On Sleep Disorders Research X 
93.242 Mental Health Research Grants X X 
93.243 Substance Abuse and Mental Health Services Projects of Regional and x 
National Significance 
93.247 Advanced Nursing Education Workforce Grant Program X 
93.262 Occupational Safety and Health Program X X 
93.273 Alcohol Research Programs X 
93.276 Drug-Free Communities Support Program Grants X 
93.279 Drug Abuse and Addiction Research Programs X 
93.286 Discovery and Applied Research for Technological Innovations to Improve xX 
Human Health 
93.300 National Center For Health Workforce Analysis X 
93.301 Small Rural Hospital Improvement Grant Program X 
93.307 Minority Health and Health Disparities Research X 
93.310 Trans-NIH Research Support X X 
93.350 National Center for Advancing Translational Sciences X 
93.351 Research Infrastructure Programs X X 
93.359 Nurse Education, Practice Quality and Retention Grants X 
93.361 Nursing Research X 
93.393 Cancer Cause and Prevention Research X X 
93.433 ACL National Institute on Disability, Independent Living, and Rehabilitation xX 
Research 
93.670 Child Abuse and Neglect Discretionary Activities X 
93.772 Tribal Public Health Capacity Building And Quality Improvement Umbrella Xx 
Cooperative Agreement 
93.837 Cardiovascular Diseases Research X 
93.838 Lung Diseases Research X X 
93.846 Arthritis, Musculoskeletal and Skin Diseases Research X 
93.847 Diabetes, Digestive, and Kidney Diseases Extramural Research X X 
93.853 sie Research Programs in the Neurosciences and Neurological Xx x 
93.855 Allergy and Infectious Diseases Research X X 
93.859 Biomedical Research and Research Training X X 
93.865 Child Health and Human Development Extramural Research X X 
93.866 Aging Research X X 
93.867 Vision Research X 
93.879 Medical Library Assistance X X 
93.913 Grants To States For Operation Of State Offices Of Rural Health X 
93.933 Demonstration Projects for Indian Health X 
93.969 PPHF Geriatric Education Centers X 
93.970 Health Professions Recruitment Program for Indians X 
U.S Social Security Administration 
96.007 Social Security Research and Demonstration X 
U.S Agency for International Development 
98.001 USAID Foreign Assistance for Programs Overseas X 
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CORRECTIVE ACTION PLAN 


OFFICE OF THE GOVERNOR 


BUDGET AND PROGRAM PLANNING 
STATE OF MONTANA 


CaPITOL BUILDING - P.O. Box 200802 
HELENA, MONTANA 59620-0802 


GreEG GIANFORTE 
GOVERNOR 


June 9, 2022 

RECEIVED 
Mr. Angus Maciver, Legislative Auditor JUN 9 9 2022 
Room 160, State Capitol, LEGISLATIVE AUDIT DIV. 
PO Box 201705 


Helena MT 59620-1705 


Re: Corrective Action Plan 
Montana Single Audit Report #20-02 
For the Two Fiscal Years Ended June 30, 2021 


Dear Mr. Maciver: 

In accordance with Uniform Guidance requirements, the state of Montana is responsible for follow-up and 
corrective action on all audit findings identified in the Montana Single Audit Report. As part of this 
responsibility, the state is required to prepare a corrective action plan to address each financial or federal 
audit finding included in this report. The Office of Budget and Program Planning compiles this information 
on behalf of the state and oversees the implementation status of these audit findings. 

Attached is the State of Montana’s Corrective Action Plan for the two fiscal years ended June 30, 2021. 
This summary document, which was prepared by each agency or university with a finding in this report, 
provides the name of the contact person responsible for the corrective action, the corrective action planned, 
and the anticipated completion date. 

Sincerely, 


/s/ Ryan Osmundson 


Ryan Osmundson 
Budget Director 


cc: Sonia Powell, Single Audit Coordinator 


TELEPHONE: (406) 444-3616 FAX: (406) 444-4670 
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OFFICE OF THE GOVERNOR 


BUDGET AND PROGRAM PLANNING 
STATE OF MONTANA 


CapIToL BUILDING - P.O. Box 200: 
HELENA, MONTANA 59620-0802 


GreEG GIANFORTE 
GOVERNOR 


June 9, 2022 
RECEIVED 


Mr. Angus Maciver, Legislative Auditor JUN 09 2022 
Legislative Audit Division CT arn 

Room 160, State Capitol LEGISLATIVE AUDIT 
PO Box 201705 

Helena MT 59620-1705 


DIV, 


Re: Summary Schedule of Prior Audit Findings 
Montana Single Audit Report #20-02 
For the Two Fiscal Years Ended June 30, 2021 


Dear Mr. Maciver: 


In accordance with Uniform Guidance requirements, the state of Montana is responsible for follow-up 
and corrective action on all audit findings identified in the Montana Single Audit Report. As part of 
this responsibility, the state is required to prepare a summary schedule reporting the status of all audit 
findings included in the prior audit’s schedule of findings and questioned costs relative to federal 
awards. The Office of Budget and Program Planning compiles this information on behalf of the state 
and oversees the implementation status of these audit findings. 


Attached is the State of Montana’s Summary Schedule of Prior Audit Findings for the two fiscal years 
ended June 30, 2021. This summary identifies the implementation status of all prior audit findings, 
except for those findings that have been fully corrected, are no longer valid, or do not warrant further 
action on the part of the state. 

Sincerely, 


/s/ Ryan Osmundson 


Ryan Osmundson 
Budget Director 


ce Sonia Powell, Single Audit Coordinator 


TELEPHONE: (406) 444-3616 FAX: (406) 444-4670 
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